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IndependentAuditors’ Report

The HonorableMayorandCity Council
City of Boston,Massachusetts:

We haveauditedthe accompanyingfinancial statementsof the governmentalactivities, thebusiness-type
activities, the aggregatediscretely presentedcomponentunits, each major fund, and the aggregate
remainingfund informationof the City of Boston,Massachusetts,as of and for the yearendedJune30,
2002,which collectively comprisethe City’s basic financial statementsas listedin the table of contents.
Thesefinaacialstatementsare theresponsibilityof theCity ofBoston’smanagement.Our responsibilityis
to expressopinionson thesefinancial statementsbasedon our audit. We did not audit the financial
statementsof certainentities,whichrepresent3% and 11% of the assetsandrevenues,respectively,of the
aggregateremainingfund infonnationand 29% and 22% of the assetsandrevenues,respectively,of the
discretelypresentedcomponentunits. Thosefinancial statementswere auditedby other auditorswhose
reporthas beenfurnishedto us, and our opinion on the financial statements,insofar as it relatesto the
aggregateremainingfund information andthediscretelypresentedcomponentunits andtheir effectson the
governmentaland fIduciaryactivities,is basedsolelyon thereportsof the otherauditors.

We conductedour audit in accordancewith auditingstandardsgenerally acceptedin the United Statesof
America and the standardsapplicable to financial audits containedin GovernmentAuditing Standards,
issuedby theComptrollerGeneralof theUnitedStates.Thosestandardsrequirethat we planandperform
the audit to obtain reasonableassuranceabout whether the financial statementsare free of material
misstatement.An audit includes examining, on a test basis, evidence supporting the amounts and
disclosuresin thefinancial statements.An auditalso includesassessingthe accountingprinciplesusedand
significant estimatesmade by management,as well as evaluating the overall financial statement
presentation.We believethat our auditandthe reportsof theotherauditorsprovidesa reasonablebasisfor
ouropinions.

h~our opinion,basedon our audit and reportsofotherauditors,the financialstatementsreferredto above
presentfairly, in all materialrespects,the respectivefinancial position of thegovernmentalactivities, the
business-typeactivities, the aggregatediscretelypresentedcomponentunits, each major fund, and the
aggregateremainingfund informationof the City of Boston,Massachusetts,as of June30, 2002,and the
respectivechangesin financial position and cash flows, where applicable,thereof and the respective
budgetary comparisonfor the general fund for the year then ended in conformity with accounting
principlesgenerallyacceptedin the UnitedStatesof America.

As describedin note 3, the City, in fiscal 2002, hasimplementedGovernmentalAccounting Standards
Board (GASB) StatementsNo. 34, Basic Financial Statements— and Management’sDiscussionand
Analysis— for Stateand Local Governments,No. 37, Basic Financial Statements— andManagement’s
Discussionand Analysis— for Stateand Local Governments— Omnibus,andNo. 38, Certain Financial
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StatementNoteDisclosures,and GASB InterpretationNo. 6, Recognitionand Measurementof Certain
Liabilities andExpendituresin GovernmentalFundFinancial Statements.

Our audit was conductedfor thepurposeof forming opinionson the financial statementsthat collectively
comprise the City of Boston’s basic financial statements.The combining financial statementsand
scheduleslisted in the table of contentsare presentedfor purposesof additional analysisand are not a
requiredpartofthebasicfinancialstatementsoftheCity ofBoston.This informationhasbeensubjectedto
auditingproceduresapplied in the audit of the basic financial statementsand, in our opinion is fairly
presentedin all materialrespectsin relationto thebasicfinancialstatementstakenasa whole.

Management’sDiscussionandAnalysis on pages3 through 12 andtheschedulesof funding progressand
employers’ contributionson page 55 are not requiredparts of the basic financial statements,but are
supplementaryinformationrequiredby theaccountingprinciplesgenerallyacceptedin theUnitedStatesof
America. We have applied certain limited procedureswhich consistedprincipally of inquires of
managementregarding the methods of measurementand presentationof the required supplementary
information.However,we did not audit theinformationandexpressno opinionon it.

In accordancewith GovernmentAuditing Standards, we have also issued a separatereport dated
November22, 2002 on our considerationoftheCity’s internalcontrolover financial reportingandon our
testsof its compliancewith certainprovisionsof laws,regulations,contractsand grants.Thatreportis an
integralpartof an auditperformedin accordancewith GovernmentAuditing Standardsandshouldbe read
in conjunctionwith this reportin consideringtheresultsof ouraudit.

Theinformationincludedin the introductoryandstatisticalsectionsof this reporthasnotbeensubjectedto
auditing proceduresapplied by us in the audit of the basic financial statementsand, accordingly,we
expressno opinionon it.

K’Pslcr LLT’

November22, 2002
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CITY OF BOSTON, MASSACHUSETTS

RequiredSupplenientaryInformation

Management’sDiscussionand Analysis

The City ofBostonprovidesthis Management’sDiscussionandAnalysisto provideadditionalinformationto the
readersof the City’s BasicFinancialStatements.This narrativeoverview andanalysisof the financialactivities
of the City of Boston is for the fiscal year endedJune30, 2002. Readersare encouragedto considerthis
information in conjunctionwith theadditionalinformationthat is furnishedin theCity’s ComprehensiveAnnual
FinancialReport(CAFR).

Becausethe City of Bostonis implementingnewreportingstandardsfor this fiscal yearwith significantchanges
in contentand structure,much of the informationis not easilycomparableto prior years.However, in future
years,comparisonswill be more meaningfuland will go further in explainingthe City’s financial positionand
resultsofoperations.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussionand analysisareintendedto serveasan introductionto theCity of Boston’sfinancial statements.
The City’s basic financial statementsinclude three components:1) government-widefinancial statements,2)
fund financial statements,and 3) notes to the financial statements.This report also contains required
supplementaryinformationregardinghistoricalpensioninformation.Thesecomponentsare describedbelow:

BasicFinancial Statements

The financial statementsinclude two typesof financial statementsthat presentdifferentviewsof theCity — the
Gor’ernment-WideFinancial Statementsand theFund Financial Statements.Thesefinandial statementsalso
includetheNotesto the Financial Statementsthatexplain someoftheinformationin thefinancialstatementsand
providemoredetail.

Government-WideFinancial Statements

Thegovernment-widefinancial statementsprovidea broad view of theCity’s operationsin a mannersimilar to a
private-sectorbusiness.The statementsprovide both short-termand long-term information about the City’s
financialposition,whichassistsin assessingtheCity’s economicconditionat the endof thefiscal year.Theseare
preparedusing the flow of economicresourcesmeasurementfocus and the accrual basis of accounting.This
basicallymeansthey follow methodsthat aresimilar to thoseusedby mostbusinesses.They takeinto accountall
revenuesandexpensesconnectedwith the fiscal year evenif cashinvolved hasnot beenreceivedor paid. The
government-widefinancial statementsincludetwo statements:

The statementofnetassetspresentsall of thegovernment’sassetsandliabilities, with the differencebetweenthe
two reportedas “net assets”.Over time, increasesor decreasesin the City’s net assetsmay serve as a useful
indicatorof whetherthefinancialposition of theCity is improving or deteriorating.

The statementof activities presentsinformationshowinghow the government’snet assetschangedduring the
most recentfiscal year. All changesin net assetsare reportedas soonasthe underlyingeventgiving rise to the
changeoccurs,regardlessof the timing of relatedcashflows. Thus,revenuesand expensesare reportedin this
statementfor some itemsthat will not result in cashflows until future fiscal periods(suchas uncollectedtaxes
andearnedbut unusedvacationleave).This statementalso presentsa comparisonbetweendirect expensesand
programrevenuesfor eachfunctionof the City.

Seeindependentauditor’s report.
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CITY OF BOSTON, MASSACHUSETTS

Required SupplementaryInformation

Management’sDiscussionand Analysis

Both of the abovefinancial statementshaveseparatesectionsfor the threedifferenttypes of city programsor
activities.Thesethreetypesof activitiesare:

GovernmentalActivities — The activities in this section aremostly supportedby taxesand intergovernmental
revenues(federal and state grants). Most services normally associatedwith city governmentfall into this
category,including generalgovernment,humanservices,public safety,public works,propertyanddevelopment,
parksandrecreation,library, schools,county, public health programs,judgmentand claims,retirementcosts,
stateanddistrictassessments,debtservice,andotheremployeebenefits.

Business-TypeActivities— Thesefunctionsnormally areintendedto recoverall or a significant portionof their
coststhroughuserfeesandchargesto externalusersof goodsand services.Thesebusiness-typeactivitiesof the
City includethe operationsof the City of BostonConventionCenterBondFundandtheHospitalBondFund.

Discretely PresentedComponentUnits — Theseare operationsfor which theCity hasfinancial accountabilitybut
theyhavecertainindependentqualities as well. For the mostpart, theseentitiesoperatesimilar to private-sector
businessesandthebusiness-typeactivitiesdescribedabove.

TheCity’s four discretelypresentedmajorcomponentunits are:

BostonPublicHealthCommission
BostonRedevelopmentAuthority
EconomicDevelopmentIndustrialCorporation
Trusteesof the BostonPublicLibrary

Complete financial statementsof the individual componentunits can be obtained from their respective
administrative offices. Additional informationaboutthe City’s componentunits are presentedin thenotesto the
financial statements.

Thegovernment-widefinancial statementscan be foundimmediatelyfollowing this discussionandanalysis.

Fund Financial Statements

A fund is a groupingof relatedaccountsthat is usedto maintaincontrol overresourcesthathavebeensegregated
for specific activitiesor objectives.The City, like other local governments,usesfund accountingto ensureand
demonstratecompliancewith finance-relatedlegal requirements.

Thefundfinancial statementsfocuson individual partsof thecity government,reportingthe City’s operationsin
more detail than the government-widestatements.All of the funds of the City can be divided into three
categories.It is importantto notethat thesefund categoriesusedifferent accountingapproachesand shouldbe
interpreted differently. The three categories of funds are:

1.GovernmentaiFund Financial Statements— Most of the basic servicesprovided by the City are financed
throughgovernmentalfunds.Governmentalfundsateusedto accountfor essentiallythe samefunctionsreported
as governmentalactivities in the government-widefinancial statements.However, unlike the government-wide
financial statements,the governmentalfund financial statementsfocus on near-terminflows and outflows of
spendableresources.They also focus on the balancesof spendableresourcesavailableat the end of the fiscal
year. Such information may be useful in evaluatingthe government’snear-termfinancing requirements.This

Seeindependentauditor’s report.
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CITY OF BOSTON,MASSACHUSETTS

RequiredSupplementaryInformation

Management’sDiscussionandAnalysis

approachis knownas usingthe flow of curtentfinancial resourcesmeasurementfocusandthe modifiedaccrual
basis.of accounting.Underthis approach,revenuesarerecordedwhen cashis receivedor whensusceptibleto
accrual. Expendituresare recordedwhen liabilities are incurred anddue. Thesestatementsprovide a detailed
short-termview of the City’s financesthat assists in determining whethertherewill be adequatefinancial
resourcesavailableto meetthe currentneedsof theCity.

Becausethefocusof governmentalfundsis narrowerthan that of the government-widefinancial statements,it is
useful to comparethe information presentedfor governmentalfunds with similar information presentedfor
governmentalactivitiesin the government-widefinancial statements.By doing so, readersmay betterunderstand
the long-term impactof the government’snear-termfinancing decisions.Both the governmentalfund balance
sheetandthe governmentalfund statementof revenues,expenditures,and changesin fund balancesprovide a
reconciliationto facilitate this comparisonbetweengovernmentalfunds andthe governmentalactivities. These
reconciliationsarepresentedon the pageimmediatelyfollowing eachgovernmentalfund financial statement.

The City hasfour governmentalfunds. Eachfund is presentedin a separatecolumn in the governmentalfund
balancesheetandin the governmentalfund statementof revenues,expenditures,andchangesin fund balances.
The City’s threemajorgovernmentalfundsare — the GeneralFund, the SpecialRevenueFund,andthe Capital
ProjectsFund.All non-majorgovernmentalfundsarecombinedin the “Other GovernmentalFunds”columnson
these statements.The governmentalfunds financial statementscan be found immediately following the
government-widestatements.

Of the City’s four governmentalfunds, theGeneralFundis the only fund for which abudgetis legally adopted.
The BudgetaryStatementor Statementof Revenuesand Expenditures— Budgetary Basis is presentedon
page19. This Statementprovidesa comparisonof theoriginal and final budgetand the actualexpendituresfor
the currentandprior year.

In accordancewith statelaw and regulations.the City’s legally adoptedgeneralfund budgetis preparedon a
“budgetary” basis instead of generallyacceptedaccountingprinciples (GAAP). Among the key differences
betweenthesetwo setsof accountingprinciplesare that “budgetary” recordspropertytax as it is levied, while
GAAP recordsit as it becomessusceptibleto accrual,“budgetary”recordscertainactivitiesand transactionsin
the generalfund that GAAP recordsin separatefunds,and “budgetary”records as an expenditureanyamount
raisedto cover for a prior yeardeficit, and as a revenueanyavailablefunds raisedfrorn prior yearsurpluses,
while GAAP ignorestheseimpactsfrom prior years.The differencein accountingprinciplesinevitably leadsto
varying resultsin excessor deficiencyof revenuesoverexpenditures.Additional informationanda reconciliation
of “budgetary”to GAAP statementsis providedin Note 4 of the financial statements.

2.ProprietaryFwj4sFinancial Statements— Thesefundsareusedto showactivitiesthatoperatemorelike those
of commercialenterprises.Becausethesefundschargefeesfor servicesprovidedto outsidecustomersincluding
local governments,theyareknownas enterprisefunds.Proprietaryfundsprovidethe sarnetype of informationas
the government-widefinancial statements,only in moredetail. Like the government-widefinancial statements,
proprietaryfund financial statementsusethe accrualbasis of accounting.No reconciliationis neededbetweenthe
government-widefinancialstatementsfor business-typeactivitiesand theproprietaryfund financial statements.

The basicproprietaryfunds financial statementscan be found immediately following the governmentalfund
financial statements.

Seeindependentauditor’s report.
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CITY OF’ BOSTON,MASSACHUSETTS

RequiredSupplementaryInformation

Management’sDiscussionandAnalysis

3.Fiduciary FundsFinancial Statements—. Thesefundsareused to accountfor resourcesheldfor the benefitof
parties outside the City government.Fiduciary funds are not reflected.in the government-widefinancial
statementsbecausethe resourcesof thesefunds are not available to support the City’s own programs.The
accountingusedfor fiduciary funds is much like that usedfor proprietaryfunds. They usethe accrualbasisof
accounting.

The City’s fiduciary funds are the EmployeeRetirementFunds(the State-BostonRetirementSystem),which
accountsfor the transactions,assets,liabilities, and net assetsof the City employees’pensionplan, and the
PrivatePurposeTrustFundswhichincludesmoneyheldand administeredby the City on behalfof third parties.
The fiduciary funds financial statementscan be found immediately following the proprietaryfund financial

statements.

Notesto the Financial Statements

The notes provide additional information that is essentialto a full understandingof the data provided in the
government-wideand the fund financial statements.The notes to the financial statementscan be found
immediatelyfollowing thefiduciary funds’ financial statements.

RequiredSupplementaryinformation

Thebasicfinancial statementsarefollowed by a sectionof requiredsupplementaryinformation,which includesa
scheduleof fundingprogressandascheduleof employercontributionsfor the State-BostonRetirementSystem.

GOVERNMENT-WIDEFINANCIAL ANALYSIS

This analysisis basedon the statementof net assetsandstatementof activitiesfound on pages13 and 14 of the
financial statements.

Government-WideHighlights:

Net Assets— The total net assetsof the City exceededits liabilities at fiscal yearendingJune30, 2002 by
$197.2million (presentedas “net assets”).Of this amount,$22.9million was reportedas “unrestrictednet
assets”.Unrestrictednet assetsrepresentthe amountavailableto be usedto meetthe City’s ongoingobligations
to citizensandcreditors.

Changesin NetAssets— The City’s total net assetsincreasedby $179.5million in fiscal year2002.Netassetsof
governmentalactivities increasedby $147.1million, while net assetsof the business-typeactivities showedan
increaseof $32.4million.

Net Assets

The componentsof net assetsare comprisedof the following: the investmentin capital assetssuch as land,
buildings,equipment,andinfrastructure(road,bridges,andotherimmovableassets),lessanyrelateddebtusedto
acquirethat assetthat is still outstanding— the amountis a deficit of $92.7 million indicating that the amountof
capitaldebt outstandingexceedsthe net bookvalueof the City’s fixed assets.The deficit in “Investedin capital
assets,net of relateddebt” results,in pan from the capitalizationthresholdestablishedby the City whereby
capital assetsof lessthat $15,000in costarenot capitalizedfor financial statementpurposes,from therefunding
of capital debt which resultsin monetarysavingsto the City. but often extendsthe life of the debtbeyondthe

Seeindependentauditor’sreport.
6 (Continued)



CITY OF BOSTON, MASSACHUSETTS

RequiredSupplementaryInformation

Management’sDiscussiooandAnalysis

depreciablelives of the relatedcapital assetsand from othernon-capitalizedfinancingcostsrelatedto the debt
The City usesthesecapitalassetsto provide servicesto citizens;consequentially,theseassetsare notavailable
for future spending.AlthoughtheCity’s investmentin its capital assetsis reportednetof relateddebt,it should
be notedthatthe resourcesneededto repaythisdebtmustbeprovidedfrom othersources,sincethe capitalassets
themselvescannotbeusedto liquidate theseliabilities.

City ofBoston’sNetAssets-PrimaryGovernment
(expressedin thousands)

Governmental Business-type
activities activities Total

Current assets $ 905,639 68.079 973,718
Capitalassets 781,942 — 781,942
Otherassets 2,102 1,555 3,657
Duefrom others - 19,250 129,103 148,353

Total assets 1,708,933 198,737 1,907,670

Noncurrentliabilities 1,014,892 251,150 1,266,042
Otherliabilities 437,311 7,104 444,415 —

Total liabilities — 1,452,203 258,254 1,710,457

Investedin capitalassetsnet of relateddebt (92,711) (92,711).
Restricted 266,999 — 266,999
Unrestricted 82,442 (59,517) — 22,925

Total net assets $ 256,730 (59,517) 197,213

At the endof the currentfiscal year,the City is reportinga positivebalancefor the governmentas a whole. The
negativebalancereportedfor Business-Typeactivitiesis offset by the positivebalancereportedfor Government
Activities. The negative balance in Business-Type Activities is a result of specialobligationand revenuebonds
outstandingat year-end.Thesecosts are intendedto be coveredby user feesand chargesto externalusersof
goodsandservices.

Changesin NetAssets

The City’s governmentalactivities netassetsincreasedby $147.1million from the prior year. The City’s two
largest sourcesof revenueswere property and excise taxesof $1.08billion and $844.7million operatingand
capital grantsfrom the federaland stategovernments.Approximately50.4% of the City’s total revenuecame
from taxes, while 12.3 % resultedfrom grantsand contributions(including federal aid). Chargesfor various
goodsand services,interestandother miscellaneousrevenuestotaled$237.2million. The City’s expensescover
a rangeof services.The largestexpenseswere for schools ($768.4 million), public safety ($429.2 million),
property and development($112.8million), county ($109.3million), employeebenefits($101.1)million and
retirementcosts($82.0million). In 2002,governmentalactivitiesexpensesexceededprogramrevenues(i.e., user
charges,operatinggrantsandcapitalgrants)by $1.31 billion. This shortfall was coveredprimarily throughtaxes
($1.10billion) andnon-specificgrantsof ($272.2million).

Seeindependentauditor’s report.
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CITY OF BOSTON,MASSACHUSETTS

RequiredSupplementaryInformation

Management’sDiscussionandAnalysis

Net revenuesfrom business-typeactivities exceededexpensesby $32.4million dueprimarily to the receiptof
grant.fundsexceedingtheCity’s contributionsto the Statefor the constructionof aconventioncenter.

Expenditures:
GeneralGovernment
HumanServices
Public Safety
Public Works
PropertyandDevelopment
ParksandRecreation
Library
Schools -

County
Public HealthPrograms
JudgmentsandClaims
RetirementCosts
OtherEmployeeBenefits
State& District Assessments
Intereston long-termdebt
ConventionCenter
Hospital

Total expenditures

$ (59,084)
(863)

(309,260)
(58,962)
(37,623)
(18,230)
(32,982)

(423,765)
(13,397)
(64,537)
(2,724)

(79,837)
(101,059)
(67,769)
(38,514)

(59,084)
(863)

(309,260)
(58,962)
(37,623)
(18,230)
(32,982)

(423,765)
(13,397)
(64,537)

(2,724)
(79,837)

(101,059)
(67,769)
(38,514)
19,660
(8,232)

(1,297,178)

GeneralRevenues:
Taxes:

Propertytaxes,levied for generalpurposes
Excises
Paymentin lieu oftaxes

Grantsandcontributionsnot restricted
Investmentincome
Miscellaneous
SpecialItem - gainon saleof capitalassets

Total revenues

Changein netassets

Netassets— beginning

Netassets— ending

967,762
109,503
36,332

272,150
23,097
33,568
13,300

1,455,712

147,106

967,762
114,582
36,332

272,150
31,691
40,871
13,300

I ,476,688

179,510

17.703

197,213

Seeindependentauditor’s report.

City ofBoston Changesin NetAsset-Primary Government
(expressedin thousands)

Governmental Business-type
activities activities Total

19,660

— (8,232)

(1,308,606) 11,428

5,079

8,594
7,303

20,976

32,404

(9 1,921)

(59,517)

109,624

$ 256,730
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CITY OF BOSTON, MASSACHUSETTS

RequiredSupplementaryInformation

Management’sDiscussionandAnalysis

Revenues— Primary Government
Fiscal Year 2002

Revenues - Primary Government
Fiscal Year 2002

• Taxes and
Excises

0 Grants and
Contributions

~lOther

NetExpenses- PrimaryGovernment
Fiscal Year 2002

Net Expenses- PrimaryGovernment
Fiscal Year 2002

USchools
• Public Safety

0Other EmpI Ben

• Retirement Costs

0 All other

!II

12.3%

30.2%
6.1% -

757-’~

23.6%

Seeindependentauditor’sreport.
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CITY OF BOSTON, MASSACHUSETTS
RequiredSupplementaryInformation

Management’sDiscussionandAnalysis

Business-TypeActivities

The $usiness-typeactivitiesincreasedthe City’s changein net assetsby $32.4million. This resultedfrom a $19.6
million increase in grants for the ConventionCenter and $21.0 million in excises, investmentincome and
miscellaneousrevenueoffsetby $8.2million interestexpensefor the Hospital revenuebonds.

FINANCIAL ANALYSIS OF THE CITY’S INDIVIDUAL FUNDS

This analysisis basedon theFundFinancialStatementson pages15 through25.

As notedearlier,the City usesfund accountingto ensureanddemonstratecompliancewith finance-relatedlegal

requirements.

Fund Highlights:

GovernmentalFunds — Fund Balances— As of the closeof fiscal year 2002, the City’s govemmental funds
reporteda combinedendingfund balanceof $641.2million, an increaseof $135.9million from theprior year. Of
this total amount, $329.2 million representsthe “unreservedand undesignatedfund balances” with $345.8
million ofthis amountbeingin thegeneralfund.

Governmental Funds

GeneralFund — Fund Balance — The generalfund is the chief operatingfund of the City. The City’s General
Fund— FundBalancePolicy is to maintaina GAAP undesignatedfund balancein thegeneralfund that is 10%.
or higher, of GAPP general fund operatingexpendituresfor the fiscal year. The GAAP undesignatedfund
balanceat theendof fiscal year2002 was $345.8million, which representsapproximately20% of GAAPgeneral
fund operatingexpenditures.

The focus of the City’s governmentalfunds is to provide information on near-terminflows, outflows, and
balancesof spendableresources.Such information is useful in assessingthe City’s financialrequirements.In
particular,unreservedfund balancemay serveas a usefulmeasureof a government’sfinancial positionat the end
of the fiscalyear.

However, becausethe City is required to follow the statutory basis of accountingrather than GAAP for
determiningtheamountof undesigrtatedfund balancethat canbe appropriated,it is the statutory(not theGAAP)
fund balancethat is used to calculated“free cash”. Freecash is the amountof statutoryfund balancein the
generalfund, as certified by the Commonwealthof Massachusetts’Departmentof Revenue,that is availablefor
appropriation and is generatedwhen actual revenues on a cash basis exceededbudgetedamounts and
encumbrancesareless thanappropriationsorhoth,~

The City of Bostonhasestablishedthis policy to ensurethat the City maintainsadequatelevels of fund balance
to mitigatecurrentandfuture risks (i.e. revenueshortfallsandunanticipatedexpenditures).The policy statesthat
the City shall maintain a GAAP undesignatedfund balancein the generalfund that is 10% or higher than the
current fiscal year’s GAAP general fund operatingexpenditures;and that the City shall only consider the
certificationof free cash(asdefinedby the Commonwealthof Massachusetts’Departmentof Revenue)in years
wherethe appropriationof free cash shall not causethe fiscal year’s GAAP undesignatedfund balanceto go
below 10% of the fiscal year’s GAAP general fund expenditures;and the City shall only consider the
appropriationof certified freecashto offset: (1) certainfixed costssuchas pensioncontributionsandrelatedpost

Seeindependentauditor’sreport.
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CITY OF BOSTON, MASSACHUSETTS

RequiredSupplementaryInformation

Management’sDiscussionandAnalysis

retirementhealthbenefits;andior (2) to fund extraordinaryandnon-recurringeventsas determinedand certified
by the City Auditor.

The generalfund budgetaryhighlights includeendingfiscal year2002 with a $5.2 million dollar surplus.This
representsthe City’s l7~”consecutiveyearwith a balancedbudget.Changesto the original budgetresultedin a
$5.5 million dollar increasein the overall budget.While $4.3 million was appropriatedto various departments
throughoutthe yearto cover the costs of collective bargaining agreements,$1.2 million was appropriatedin
Public Safety and the Boston Public HealthCommissionto supportthe Youth Fund SummerJobsProgramand
to provideadditionalhomelessbedsto accommodatethe winter overflow in areashelters.

These supplementalappropriationswere funded from available sourcesrevenue.During the year, revenues
exceededbudgetaryestimates,thuseliminatingtheneedto drawon existingfund balance.

Special Revenue— Fund Balance — The special revenuefund accountsfor the proceedsof specific revenue
sourcesthat are legally restrictedto expendituresfor specifiedpurposes.The fiscal year 2002 special revenue
fund balanceis reportedat $120.7million, a $7.5 million increaseoverfiscal year2001.

Capital ProjectsFund — FundBalance- The capitalprojectsfund accountsfor financial resourcesto be usedfor
the acquisitionor constructionof majorcapital facilities, otherthanthosefinancedby proprietaryfundsandtrust
funds. Thefiscal year2002 capital projectsfund fund balance,is $74.7million. The £66.9million increaseover
fiscal year20011s•attributableto the timing of borrowing.

Other GovernmentalFunds— FundBalance— Other governmentalfundsaccountfor assetsheldby the City in a
trusteecapacityor as anagent.Thefiscal year2002othergovernmentalfundsbalanceis $43.8million.

Propriethry Funds

The City’s proprietary funds provide the sametype of information found in the government-widefinancial

statements,but in moredetail.
The City’s proprietaryfunds net assetsfor fiscal year 2002 are a negative$59.5 million. As stated in the
discussionon the government-widefinancial statements,the negativebalancein the proprietaryfundsis a result
of the ConventionCenterspecialobligationbondsandHospital revenuebondsoutstandingatyear-end.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The City’s investmentin capitalassetsfor its governmentalactivities as of June30, 2002,included$1.73billion
of cost and accumulateddepreciationof $948.1 million, leaving a net book value of $781.9 million. This
investmentin capitalassetsincludesland,buildings, rnprovements,equipment,infrastructureandconstructionin
progress.Infrastructureassetsareitems that are normally immovableandhavevalue only to the City, suchas
roads,bridges,andstreetsandsidewalks,drainagesystems,lighting systems,arid similar items.

Seeindependentauditor’s report.
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The total increasein the City’s investmentin capitalassetsfor the currentfiscal yearwas about15.8% in terms
of net book value.However,actualexpendituresto purchaseor constructcapital assetswere $144.7million for
the year. Most of this amountwas usedto constructor reconstructroadsandbridges.Depreciationchargesfof
the yeartotaled$37.8 million. Additional informationon the City’s capitalassetscan be found in Note 8 of the
notesto thebasicfinancial statements.

Long-term Debt

DebtAdministration - The authority of the City to incurdebt is governedby federalandstatelaws that restrict
the amountsandpurposesfor which a municipalitycan incurdebt.

OutstandingDebt - TheCity’s total governmentallong-termdebtobligationsincreasedby $106.9million, or
(9.8%) during the current fiscal year. The key factor in this increase was the issuanceof 2002 SeriesA
$100.0million GeneralObligation Bonds and $62.0 million of Bond Anticipation Notes. Generalobligation
bondsarebackedby the full faith and credit of the City, including the City’s powerto levy additional taxesto
ensurerepaymentof the debt.Accordingly,all generalobligation debtcurrentlyoutstandingwas approvedby a
voteoftheCity Council.

The City’s governmentallong-termbonds and notes increasedby $83.4million during the current fiscal year,
dueto the issuanceof the 2002 SeriesA $100.0million GeneralObligation Bonds and$62.0million of Bond
AnticipationNotes(BAN’s). At June30, 2002,othergovernmentallong-termobligationstotaled$242.5million.

The long-term debt to be paid by the businesstype activities decreased$45.4million due to the issuanceof
$116.9million of SpecialObligationBonds,theproceedsof which wereusedto repaya portion of outstanding
BAN with afaceamountof $157.8million.

Additional informationon the City’s long-termdebtobligationscan be found in Note 10 of the notesto thebasic
financial statements.

REQUESTSFORINFORMATION

This financial report is designedto providea generaloverviewof the City of Boston’sfinancesfor all of City of
Boston’s citizens, taxpayers,customers,and investorsandcreditors.This financial report seeksto demonstrate
the City’s accountabilityfor the moneyit receives.Questionsconcerninganyof the informationprovidedin this
report or requestsfor additional information should be addressedto: City of Boston, Auditing Department,
BostonCity Ha!!, RoomM-4, Boston,MA 02201.

• Seeindependentauditor’s report.
12



CITY OF BOSTON, MASSACHUSETTS
Statementof Net Assets

June30,2002

(In thousands)

Assets

Cash and investments
Cash and investmentsheld by trustees
Receivables,net:

Propertytaxes
lntergovernmental
Other

Otherassets
Capitalassets:

Nondepreciable
Depreciable,net

Duefrom otherfunds
Duefrom componentsunits
Duefrom primarygovernment

Total assets

Liabilities

Uovernniental
activities

$ 681,101
63,542

10,980
134,516
15,500
2,102

415,762
366,tSO

19,250

— 1,708,933

Primarygovernment
Business-type

activities
702

64,777

2,600

1,555

129,103

198,737

Total
681,803
128,319

10,980
137,116
15,500
3,657

415,762
366,t80

148,353

1,907,670

Component
units
134,065
tO,597

92,436
164,633

25,006
27,006
7,069

108

460,920

tnvestmentin capital assets,netof relateddebt
Restrictedfor:

Capitalprojects
Unspentbundproceeds
Otherpurposes

Unrestricted

(92,711)

74,654
27,861

164,484
82,442

$ - 256,730

(92,711) 29,339

74,654
2L861

164,484
22,925 _____________

197,2t3

Seeaccompanyingnotesto basicfinancial statements.

Warrantsandaccountspayable 66,171 269 66,440 97,436
Accruedliabilities - current:

Compensatedabsences 54,655 — 54,655 —

Judgmenrandclaims• 17,051 • • • — •• 17,051 —

Other 151,201 —~ 151,201 3,021
Currentportionof long-termdebt 121,395 6,835 128,230 859
Due to otherfunds •14,059
Due tocomponentunit 108 lOS —

Due toprimary government — — 148,353
Deferredrevenue 26,730 26,730 46,392
Noncurrentliabilities:

Bonds,notesandleases 837,593 251,t50 1,088,743 21,628
Bondanticipationnote payable 25,000 — 25,000 —

Other 152,299 — • 152,299 10,770

1,452,203 258,254 1,710,457 — 342,518Total liabilities

NetAssets

Total net assets

- (59,517)

(59,517) -

• 56,969

32,094

118,402
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CITY OF BOSTON, MASSACnCSETTS

Statementof Activities

Year ended June 30, 2002

(in thousands)

Net (espense)revenue and
Program revenues _______ changes in net assets

Ojie~ng ~fln ____ T~3rygovernmE~~
Charges for grants and grants and Governai~~iif’ busuness-iype Cornpuneot

FundionsiProgrinss ~ 5cr, ices contritiutwns tontrtbntwris activities — activities Tuial units
Pzinszzrygoveoinieni:

Governmental activities:
General government $ 84,350 tS,058 iO.208 — (59,084) — (59,084) -~

Heman services 11,730 650 10,217 — (863) — <863)
Public safety 429,216 90.498 29,458 — (309,260) (309,260) —

Public works 82,891 3,412 6,699 13,818 (58,962) — (38,962) —

Propentyand development 112,787 1,576 73,588 — (37,623) — (37,623) —

Parks and recreation 18,504 53 221 — (18,230) — (18,230) —

[,ihrary 38,112 101 5,029 — (32,982) — (32,982)
Schools 768,428 17,278 310,257 17,128 (423,765) — (423,765) —

Public health programs 64,537 — — — (64,537) — (64,537) —

County 109,340 31 95,912 — (13,397) — (13,397) —

Judgments and claims 2.724 — — — (2,724) (2.724) —

Retirement costs 82,034 2,197 — — (79,837) — (79,837) —

Other employee benefits 101,059 • — — (101,059) — (101,059) —

State and district assessmettts 67,769 — — — (67,769) — (67.769) —

lntsrest on long-teno debt 38,514 — — — (38,514) — (38.514) —

Total goventmental activities 2,011,995 130,854 541,589 30,946 • (1,308,606) — — (1,308,606) —

l3ttsiness-rype activities:
Cottvcitiiojs Ceeter 19,035 — 38,695 — — 19.660 19.660
Flospital bonds 8,232 — — — — • (8.232) —

‘I’otal busistass-type activities 27,267 — 38,695 — — 11,428 11.428 —

• Tot;tI primary governtoetst $ 2.039,262 130,854 580.284 30,946 (1.308.606) 11,428 (1.297.178) —

Contpotsent st:tits:
Public Ilealtis Cott,niiseiott $ 126,755 — 128,758 — — — — 2,003
Boston Redevelopment Authority 26,234 — — — — — — (26,234)
‘rwstccs of the boston Public Library 13,956 — 11,569 — — — — (2,387)
Economic Orvelopment 33,213 98 79~71 ___________ ..... — — ~~—___—_____=~~_ (12,644)

Total component unite $ 200,158 98 160,798 — — (39.262)

General revenues:
taxes:

Property taxes. levied for general pttrposes $ 967.762 — 967,762 —

Excises 109,503 5,079 114,582 —

Payments in lieu oftaxes 36.332 — 36,332 —

riranrs and eonlrihutiottn not restricted 272,150 — 272,150 —

investment ineotne 23,097 8.594 31,691 1,199
Miscellaiteous 33,568 7.303 40,871 36.853

SpeciaL item gain ots sale of capilal assets 13,300 — [3.300 ___________

Total getieral revenues and transfers 1,455,712 . 20.976 1,476,688 38,052

Change in tset assets 147,106 32,404 179,510 (1.210)

Nd assets - heginssittg [09,624 (91,921) 17,703 119.612

Net assets- ending $ 256,730 (59.517) 197,213 118,402 —

See accompanying notesto baste financiaL statements.
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CiTY OF BOSTON, MASSACHUSETTS

BalanceSheet- Governmental Funds

June30. 2002

(In thousands)

Cash and investtsietsts
Cash and investments held by trustees
Receivables, (tel:

Property taxes
lntergoveinmetital
Departmental and other

Total receivables
Due Froen component units

Total assets

Liabilities:
Warrants and accounts payable
Abcrued liabilities:

Tax abatements
Judgments and claims
Compensated absences
Other

Deferred revenue
Due to other funds
Due to cornpnnent units
Other liabilities

Total liabilities
Fund balances (deficit):

Reserved For:
Encumbrances
Fulure approplialions

Uoleserved:
Designated for subsequent years expenditures
Lindesignated
Undesignated, reported in perroaneni buds

Ttsat fund tsalanee
Total liabilities and fund balances

General

$ 482,419
16,008

37,555
78,215
11,616

127,386
19,250

$ 645,063

$ 41,940

25,022
10,000
20,000
86,499
58,237

727
108
421

242,954

Other
governmental

_____________ funds

106,093 80.537 —

— 3,745 43,789

See accompanying noles to basic financial statements.

Assets

Special
revenue

Capital
projects

Liabilities and Fund Balanc~

56,301 —

195 —

56,496 —

162,589 84,282

14,597 9,593

27,281

41,878

Total
governmental

funds

669,049
63,542

37,555
134,516

11,811

183,882
9,250

935,723

66,146

25,022
10.000
20.000

113,780
58,23 7

727
108
456

294,476

176,393
55,874

36.000
329,207
43,773

641,247
935,723

35
9,628

43,789

16

________ 16

43,773 -

43,773

43,789

44,111 112,020
— 55,874

20,262

36.000
345,847

402,109
$ 645,063

76,600

- 120,711
162,589

(93,240)

74,654
84,282
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CITY OF BOSTON, MASSA.CRUSETTS

Reconciliationof the GovernmentalFundsBalanceSheetto the Statementof Net Assets

June30, 2002

(In thousands)

Total fund balance- GovernmentalFunds $ 641,247 -

Amounts repot-tectfor governmentalactivities in the statementof net
assetsaredifferentbecause:

Capitalassetsusedin governmentalactivitiesarenot financial
resourcesand thereforeare notreportedin the funds.These
assetsconsistof:

Land 14,466
Land improvements 15,507
Buildings andimprovements 939,198
Equipment 117,191
Infrastructure 242,383
Constructionin progress 401,296
Less: accumulateddepreciation (948,099)

781,942 —

Adjustdeferredrevenuesto recordtax revenueson an accrualbasis 8,470

Internal service funds are included in the government wide
statements 7,460

Bond issuancecostsarecapitalizedin thegovernmentwide
statements — 496

Someliabilities arenot dueandpayablein thecurrentperiodand
thereforearenot reportedin thefunds.Thoseliabilities consistof:

Generalobligationbondsandnotes (956,744)
Capitalleases (26,036)
Bond issnepremium (1,208)
Accruedintereston bonds (12,399)
Compensatedabsences (149,177)
Landfill (14,871)
Judgmentsandclaims (22,450)

(1,182,885)

Net assetsof governmentalactivities $ 256,730

Seeaccompanyingnotesto basicfinancial statements.
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CITY OF BOSTON,MASSACHUSEI’TS

Statement of Revenues,Expenditures; and Changesin Fund Balances-

Governmental Funds

Year ended June 30,2002

(In thousands)

Revenues:
Real and personal property taxes
Excises
Payments in lieu of taxes
Fines
Investment income
Licenses and permits
Departmental and other
Intergovernmental

Total revenues

Expenditures:
Current:

General government
Human services
Public safety
Public works
Property and development
Parks and recreation
Library
Schools
PublicHealth Programs
County
Judgments and claims
Retirement costs
Other employee benefits
State and district assessments

Capital outlays
Debt service

Total expenditures

Excess (deficiency)of revenues
over expenditures

Other financing sources (uses):
Proceeds of tong-term debt and capital leases
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Special item:

Proceeds (rem sale of capital assets
Net changein fund balances

Fund balance - beginning, restated (note 3)

Fund balance ending

$ 990,848
111,114
36,332
60,601
14,596
33,325
62,200

492,299

1,801,315

77,019
6,434

405,844
74,651
48,774
16,230
28,695

627,653
64.537
4,537
2.724

82,034
107,701
67,769

5,177
115,366

1,735.145

Total
governmental

_____________ funds

— 990,848
— 111,114
— 36,332

60,645
14,868
33,577
82,943

______________ 840,869

_____________ 2,171,196

6,284 90,434
11,724

— 427,732
— 75,058
— 111,855
— 16,626
— 33,956
— 757,815

“‘537
— 109,291

2,724
— 82,034

107,701
— 67,769
— 144,770
— 119,260

6.284 2,223,286

(4,555) (52,090)

— 174,754
1,778

(1,778)

- 174,754

— 13,300

(6,333) 135,964

Seeaccompanying notes to basic financial statements-

- General

Other
governmental

funds

113

1,616

1,729

Special Capital
revenue projects

44
159
252 —

10,478 8,649
334,961 13,609

345,894 22,258

7,131
5,290

21,888
407

63,081
396

5,261
130,162

104,754

— 139,593
3.894 ______________

342,264 139,593

3,630 (117,335)

3.839 170,915

66,170

1,778

1,778 3,839 170,915

67,948

(1.778)

(1,778) -

_____________ 13,300

7,469 66,880

334,161 113,242 — 7,774 50.106 505,283

$ 402.109 120,711 74,654 43,773 641,247
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CITY OF BOSTON, MASSACHUSETTS

Reconciliationof theStatementof Revenues,Expenditures,and
Changesin FundBalanceof GovernmentalFundsto the StatementofActivities

Year ended June 30, 2002

Net changein fund balances- total governmentalfunds $ 135,964

Amountsreportedfor governmentalactivities in the statementof
activities aredifferentbecause:

Governmentalfundsreportcapitaloutlaysas expenditures.in
thestatementof activities, the costof thoseassetsis
depreciatedover their estimatedusefullives. Capitaloutlay
($144,77Q)exceededdepreciationexpense($37,773). 106,997

Taxrevenuesin the statementof activities thatarenot
reportedasrevenuesin the governmentalfunds. (24,697)

Proceedsof long-termdebt ($174,754)increaselong-term
liabilities in the statementof net assets,butare includedin
the operatingstatementof the governmentalfunds.
Repaymentof bondprincipal ($93,186)is an expenditure
in the governmentalfunds,but reduceslong-termliabilities
in the statement of net assets. This is the amount by which
proceedsexceededrepayments. (81,568)

Bond premiums (S 1,208) increase the long-term liabilities
in the statement of net assets, but are included in the
operatingstatementof thegovernmentalfunds.Bond
issuancecosts($496)areexpendituresin thegovernmental
funds,but are deferredassetsin the statementof net
assets.This is the amountby which premiumsexceeded
issuancecosts. (712)

Someexpensesreportedin the statementof activitiesdo not
requiretheuseof currentfinancialresourcesandtherefore
are notreportedasexpendituresin the govemmentalfunds.
This amountrepresentsthedecreasein compensated
absences($2,910)andlandfill liabilities ($1,662)offsetby an
increasein interestpayable($602). 3,970

Netincomefrom the internalservicefund which is presented
in the statementof activities,but not in the governmentaifunds. — 7.152

Changein netassetsof governmentalactivities $ 147,106

Seeaccompanyingnotesto hasicfinancial statements.
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CITY OF BOSTON, MASSACHUSETTS

StatementofRevenuesandExpenditures- BudgetaryBasis

GeneralFund BudgetandActual
YearendedJune30, 2002

(with comparativeactualamountsfor 2001)

(In thousands)

2002 Variance

Original Final favorable 2001
— bu4gçt budget Actual (unfavorable) Actual

Revenuesandotheravailablefunds:
Real and personal property

taxes,net $ 925,937 925,937 926,336 399 874,013
Excises 105,720 107,620 112,304 4,684 105,473
Commonwealthof Massachusetts 550,452 550,452 541,456 (8,996) 525,169
Departmentalandotherrevenue 48,331 48,331 62,193 13,862 53,100
Fines 58,271 59,010 60,659 1,649 59,769
Paymentsin lieu of taxes 26,281 29,087 36,332 7,245 39,994
Investmentincome 15,550 15,550 14,801 (749) 26,084
Licensesandpermits 23,815 23,815 29,651 5,836 37,824
Otheravailablefunds 13,654 13,654 4,568 (9,086) . 8,355

Total revenuesandother
availablefunds 1,768.011 1.773,456 1,788,300~ 14,844 1,729,781

Expenditures:
Genera)government 66,532 66,053 70,702 (4,649) 734696
Humanservices 5,939 6,416 6.398 18 5,598
Public safety 400,827 402,762 405,150 (2,388) 381,275
Publicworks 72,198 74,984 74,833 151 78,044
Propertyanddevelopment 39,202 40,636 41,630 (994) 53,523
Parksandrecreation 15,852 16,174 16,071 103 15,262
Library 28,702 28,813 28,813 — 29,981
Schools 637,446 639,729 639,710 19 611,925
BostonPublic HealthCommission 62,913 64,005 64,005 — 62,141
County 4,537 4,537 4,537 — 6,030
Judgmentsandclaims 4,100 4,100 5,000 (900) 2,008
Other employeebeneItts 108,202 106,686 107,473 (787) 95,132
Retirementcosts 135,710 135,710 135,710 — 133,775
Stateanddistrict assessments 67,511 67,511 67,769 (258) 66,788
Debtrequirements 118,340 115,340 115.332 8 105,978

Total expenditures 1,768,011 - 1,773,456 1,783,133 (9,677) 1,721,156

Excessof revenuesand other
availablefundsover -

expendilOres $ — — 5,167 5,167 8,625

Seeaccompanyingnotesto basicfinancialstatements.
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CITY OF BOSTON, MASSACHUSETTS

Statementof NetAssets - ProprietaryFunds

June30, 2002

(In thousands)

Enterprise funds
Hospital

Current liabilities:
Warrantsandaccountspayable
Accruedliabilities
Currentportionof long-termdebt

Total currentliabilities

Noncurrentliabilities:
Specialobligationbonds
Revenuebonds

Total noncurrentliabilities

Total liabilities

NetAssets

Convention
center

702
39,431

2,600
1,555

revenue
bonds Total

— 702

25,346 64,777

129,103 129,103

2,600
1,555

Internal
service

Unrestricted

Total netassets

(72,871)

$ (72,871)

13,354

- 13,354

(59,517)

(59,517)

- 7,460

7,460

Seeaccompanyingnotesto basicfinancial statements.
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$

Assets

Currentassets:
Cash and investments
Cash and investments held by trustees
Receivables,net
Due from componentunits
Duefrom otherfunds
Due from other governments
Otherassets

Total currentassets

Total assets

Liabilities

44,288

44,288

269

2,100

2,369

114,790

- 114,790

117,159

12,052

151

727

____________ 1,606

198,737 14,536

198,737 14,536

269 25
— 7,051

6,835 —

7,104 7,076

114,790

136,360

251,150 —

258,254 7,076

154,449

- 154,449

4,735

4,735

— 136,360

136,360

- 141,095



CITY OF BOSTON, MASSACHUSETTS
Statementof Revenues,Expenses,andChangesin NetAssets- ProprietaryFunds

Year ended June 30, 2002

(To thousands)

Seeaccompanyingnotesto basicfinancial statements.

Enterprise funds
Hospital

Convention revenue
center bonds Total service

Operatingrevenues:
Contributions
Excise taxes— pledgedfordebtservice
Departmentalandother— pledgedfor debtservice

$ —

5,079
6,270

—

—

1,033

—

5,079
7,303

71,409
—

510

Total operatingrevenues 11,349 - 1,033 12,382 71,919

Operatingexpenses:
Contributionsto State
Healthbenefits

19,035
—

—

—

19,035
—

—

~?~L
Total operatingexpenses 19,035 — 19,035 64,767
Operating(loss)income (7,686) 1,033 ç6,653 7,152

Nonoperatingrevenue(expense):
Intergovernmenta)- staregrants
Investmentearnings- pledgedfordebtservice
Investmentearnings- other
Interestexpense

38,695
—

15
—

—

8,579
—

(8.232)

38,695
8,579

15
(8,232)

.

—

—

—

—

Total n000peratingrevenue(expense) 38,710 347 39,057 —

Changeinnetassets 31,024 1,380 32,404 7,152

Total net assets beginning (103,895) 11,974 (91,921) — 308
Total net assets- ending S (72,871) 13,354 (59,517) 7,460 —
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CITY OF BOSTON, MASSACHUSETTS
Statementof CashFlows - ProprietaryFundType

YearendedJune30,2002

(in thousands)

Enterprisefund

.

Convention
Hospital

- revenue Internal
center bonds Totat service

Cash flows from operations:
Cashreceivedfrom customers $ — — — 71,307
Othercashreceived 7,463 5,024 12,487 510
Cash paid to vendors — — — (67,479)
Cashpaidto state (19,035) — (19,035)

Netcash(provided)usedin
operations — (11,572) 5,024 - (6,548) 4,338

Cashflows from noncapital financing activities:
Grantsreceivedfrom state 38,695 — 38,695 —

Net cashprovidedby noncapital
financingactivities 38,695 — 38,695 —

Cashflows from capital andrelatedfinancing
activities:

Interestpaidon debt — (8,232) (8,232) - —

Proceedsof long-termdebt 116,890 — I 16,890 —

Repaymentof long-termdebt (157,800) (4,485) (162,285) ——

Net cashusedby capitaland
.

relatedfinancingactivities (40,910) (12,717) (53,627) —

Cashflows from investingactivities:
Investmentincome 15 8,579 8,594 —

Net cash provided by
investingactivities 15 8,579 8,594 —

(Decrease)increaseincashand .

cashequivalents (13,772) 886 (12,886) 4,338

Cashandcashequivalents,beginningof year 53,905 24,460 78,365 7.714

Cashand cashequivalents,endof year 5 40,133 25,346 - 65,479 12,052
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CITY OF BOSTON, MASSACHUSETTS

Statementof CashFlows - ProprietaryFundType (Continued)

YearendedJune30,2002

(In thousands)

Enterprise fund
Hospital

Convention revenue Internal
center bonds Total service

Reconciliationof operatingincometo cash
providedby operatingactivities:
Operatingincome(loss) $ (7,686) 1,033 (6,653) 7,152
Reconciliationof operatingincome(loss)

to netcashprovided(used)by
operatingactivities:

Changesin operatingassetsandliabilities:
Accountsreceivable (102)
Intergovernmentalreceivables (2,600) (2,600) 170
Otherassets (1,555) (1,555)
Due(to) from otherfunds — 3,991 3,991 64
Accountspayable 269 269 3
Otheraccruedliabilities (2,949)—

Netcash(used)providedby
operatingactivities $ (11,572) 5,024 (6,548) 4,338

Seeaccompanyingnotesto basicfinancia! statements. -
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CITY OF BOSTON, MASSACHUSETTS

StatementofFiduciaryNet Assets- FiduciaryFunds

June30, 2002

(In thousands)

Employee Private
retirement purpose Agency

Assets plans — trusts funds

Cashandcashequivalents $ 444 71,394 4j60

Receivables: -

Interestanddividends 6,800 —

Other 64,886 2,245

Total receivables 71,686 2,245

Duefrom primarygovernment 64,871

Investments,at fair value:
Money market 1,104,405
MMDT 20,872
Short-terminvestments 110,797
Domesticequity securities 800,553
Domesticdebtsecurities 294,337
Internationalequity - 342,950
Internationaldebt 144,352
Real estate 250,187
Venturecapital funds 53,168 —

Total investments 3,121,621

Otherassets — 30 ________________

Total assets 3,258,622 73,669 4,160

Liabilities

Accountspayable 10,121 714
Refundspayableandother 267,554 — 4,160

Total liabilities 277,675 714 4,160

Net Assets

Held in trustfor pensionbenefitsand

otherpurposes $ 2,980,947 - 72,955

Seeaccompanyingnotesto basicfinancial statements.
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CITY OFBOSTON, MASSACHUSETTS

Statementof Changesin FiduciaryNet Assets-

FiduciaryFunds

Year ended June 30, 2002

(In thousands)

Employee Private
retirement purpose

plans trusts

Additions:
Contributions:

Employers $ 150,061
Employees 89,844
Donations 13,725

Total contributions 239,905 13,725

Investmentearnings:
Netdepreciationin the fair valueof investments (252,989) (1,864)
Interestanddividends 70,852 4,239

Lessinvestmentexpenses (8,120) —

Net investment(losses)earnings (190,257) 2,375

Intergovernmental 24,127 —

Total additions 73,775 16,100

Deductions:
Benefits 240,676
Reimbursementto othersystems 7,299
Refundsof contributions 12,936
Borrower rebatesandfees 8,445 —

Administrative expenses 2,135 15,241

Total deductions 271,491 15,241

Changein net assets (197,716) 859

Netassets,beginningof year 3,178,663 72,096

Netassets,endof year $ 2,980,947 72,955

Seeaccompanyingnotesto basicfinancialstatements.
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CITY OF BOSTON, MASSACHUSETTS

Notesto FinancialStatements

June30,2002

(1) The Financial Reporting Entity

Theaccountingpoliciesfollowed in preparingthe accompanyingbasicfinancialstatementsareasfollows:

(a) Primary Government

The City of Boston (the City), incorporated as a town in 1630 and as a city in 1822, now exists under
Chapter486 of the Act of 1909 and Chapter452 of the Acts of 1948 of the Commonwealthof
Massachusetts(the Commonwealth)which, as amended,constitutethe City’s Charter.The Mayor is
electedto a four-year term andservesaschiefexecutiveofficer of the City. The Mayor hasgeneral
supervisionof andcontrol over the City’s boards,commissions,officersanddepartmentsincluding
all operations of Suffolk County, exceptcountycourts.The legislativebody of the City is the City
Council, which consistsof thirteenelectedmembersserving two-year terms. The Mayor and City
Council serveas the CountyCommissionersof Suffolk County.

The accompanyingbasic financial statementspresentthe City of Boston which includesSuffolk
County and its component units. The componentunits discussedbelow are includedin the City’s
reportingentity becauseof the significanceof their operationalor financial relationshipswith the
City.

(b) BlendedComponentUnit Disclosure

The following componentunit hasbeenpresentedas a blendedcomponentunit (included in the
primary government)becausethe componentunit provides services almost exclusively to the
primarygovernment:

State-BostonRetirementSystem(SBRS) — The SBRS is a defined benefit contributory
retirementsystem createdunder state statute. It is administeredby a RetirementBoard
comprisedof five members:the City Auditor, who servesexofficio; two individuals elected
by participantsin the system;a fourth memberappointedby the Mayor and a fifth member
chosenby theothermembers.The SBRSprovidespensionbenefitsto retiredCity employees.

A completesetof financial statementsfor SBRSfor the fiscalyearendedDecember31, 2001 canbe
obtained through the City Auditor’s office, Room M-4, City Hall Plaza,Boston, Massachusetts
02201.

(c) DiscretelyPresentedComponentUnits Disclosure

Thesecomponentunits arereportedin a separatecolumn to emphasizethatthey arelegally separate
from the City but areincludedbecausethe City is financially accountablefor and is able to impose
its will on the organizations.Unlessotherwiseindicated, the notesto the basiO financial statements
pertain only to the primary governmentbecausecertaindisclosuresof the componentunits are not
significantrelativeto the total componentunits andto theprimary government:A descriptionof the
componentunits, criteriafor inclusionandtheirrelationshipwith the City areasfollows:

Boston RedevelopmentAuthority (BRA) — The BRA is a public body politic andcorporate
constitutingthe City’s redevelopmentauthorityandexercisingthe powersof a planningboard
for the City. The BRA is governedby a five-memberboard,four of whom areappointedby
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the Mayor. Its purpose is to provide planning support for major construction and
redevelopmentactivity in the City.

Economic Developmentand Industrial Corporation of Boston (EPIC) — The EDIC is a
bodypolitic andcorporateandaninstrumentalityof the Commonwealth.It is governedby the
samepersonsappointedas membersof theBRAboard.The EDIC hasvariouspowersto assist
industrial development projects in the City andtogetherwith theBRAassiststhe City with its
economicdevelopmentfunction.

Boston Public Health Commission (PHC) — The PHC is a body politic andcorporateand
public instrumentality of the Commonwealth,establishedby Chapter147 of the Acts of 1995.
PHC is governedby a seven-memberboard, six of whom are appointedby the Mayor and
confirmedby the City Council,andone of whom is thechief executiveofficer of the Boston
Medical Center(BMC). The PHC is responsiblefor the implementationof public health
programsin the City.

Trusteesof the Public Library of the City of Boston (TPL) — The TPL is a nonprofit
organizationqualified as a tax-exemptentity underSection501(c)(3)of the InternalRevenue
Code.Trusteesof TPL are appointedby the Mayor. TheTPL was establishedto benefit the
public library systemof the City.

Thefinancial statementsof thediscretelypresentedcomponentunits areincludedfor their respective
fiscal year-ends,whichis on June30, 2002.

Completefinancial statementsof thesediscretelypresentedcomponentunitscan be obtainedthrough
the City Auditor’s office, RoomM-4, City Hall Plaza,BOston, Massachusetts,02201. In addition,
condensedfinancial statementsfor the discretelypresentedcomponentunits are includedin note 17.

(d) RelatedOrganizations

The Mayor is also responsiblefor appointing membersof the governingbodies of the Boston
HousingAuthority,Boston IndustrialDevelopmentFinanceAuthority and BostonWaterand Sewer
Commission;however, the City’s accountability for these organizationsdoes not extendbeyond
making theseappointments.

(2) Summary ofSignificant Accounting Policies

The accountingpoliciesof the City of Boston,Massachusetts,conform to accountingprinciplesgenerally
acceptedin the United States of America as applicable to governmental units as prescribedby the
GovernmentalAccountingStandardsBoard(GASB). In June1999,the GASB issuedStatement34, Basic
Financial Statements-~-and Management’sDiscussionand Analvsis — for State and Local Governments,
which establishednew financial reportingrequirementsfor state and local governmentsthroughoutthe
United States.The statementrequiresnew information andrestructuresmuchof the informationthat the
City haspresentedin the past.Comparabilitywith reports issuedin prior yeamsis affected.OtherGASB
Statementsare requiredto be implementedin conjunctionwith GASB Statement34. Therefore,the City
has implementedthe following GASB Statementsin the current fiscal year: Statement36 — Recipient
Reportingfor Certain SharedNonexchangeRevenues,Statement37 — Basic Financial Statements— and
Management’sDiscussionandAnalysis—forStateand Local Governments:Omnibus,andStatement38 —
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CenainFinancialStatementNoteDisclosures.The following is a summaryof the moresignificantpolicies
followed by the City;

(a) Government-WideandFund Financial Statements

The govemment-widefinancial statements(i.e., the statementof net assetsand the statementof
changesin net assets)report information on all of the nonfiduciary activities of the primary
governmentand its componentunits. For the most part, the effect of interfund activity hasbeen
removedfrom thesestatements.Governmentalactivities,whichnormally are supportedby taxesand
intergovernmentalrevenues,are reportedseparatelyfrom business~rypeactivities, which rely to a
significant extenton feesandchargesfor support.Likewise, the primary governmentis reported
separatelyfrom certain legally separatecomponentunits for which the primary governmentis
financially accountable,

The statementof activitiesdemonstratesthe degreeto which the direct expensesof a givenfunction
or segmentare offset by programrevenues.Direct expensesare those that areclearly identifiable
with a specificfunction or segment.Programrevenuesinclude 1) chargesto customersor applicants
who purchase,use, or directly benefit from goods, services,or privileges provided by a given
function or segmentand2) grantsand contributionsthat are restrictedto meeting the operationalor
capital requirementsof aparticularfunctionor segment.Taxesandotheritemsnot properly included
amongprogramrevenuesarereportedinsteadas generalrevenues.

Separatefinancial statementsareprovidedfor governmentalfunds,proprietaryfunds, andfiduciary
funds, eventhough the tatter areexcludedfrom the government-widefinancial statements.Major
individual governmental funds and major individual enterprisefunds are reported as separate
columnsin thefund financial statements.

(h) MeasurementFocus,BasisofAccounting, andFinancial StatementPresentation

Government-Wide Financial Statements

The government-widefinancialstatementsare reportedusingthe economicresourcesmeasurement
Jbcusand the accrual basisof accounting,as are the proprietaryfund andfiduciary fund financial
statements.Revenuesare recordedwhen earned and expensesare recordedwhen a liability is
incurred,regardlessof the timing of relatedcashflows. Propertytaxesarerecognizedasrevenuesin
the yearfor which theyare levied. Grantsandsimilar itemsare recognizedas revenueassoonas all
eligibility requirementsimposedby the providerhavebeenmet.

Amounts reportedas program revenuesinclude 1) chargesto customersor applicantsfor goods,
services,or privileges provided, 2) operatinggrantsandcontributions,and 3) capital grantsand
contributions,including special assessments.Internally dedicatedresourcesare reportedas general
revenuesratherthanasprogramrevenues.Likewise, generalrevenuesinclude all taxes.

Government,aJ Fund Financial Statements

Governmental fund financial statementsare reported using the current financial resources
measurementsfocusandthe ,nodifiedaccrual basisofaccounting.Revenuesare recognizedas soon
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as theyare “susceptibleto accrual”(i.e., both measurableandavailable.)Revenuesnot consideredto
be availableare recordedas deferredrevenue.

The City appliesthe susceptibleto accrualcriteria to propertytaxesandintergovernmentalrevenues.
In applying the susceptibleto accrualconceptto intergovernmentalrevenues,thereare essentially
two typesof revenues.In one,resourcesmustbe expendedon the specific purposeor projectbefore
any amountswill be reimbursedto the City; therefore,revenuesare recognizedbasedupon the
amount of expendituresincurred. In the other,resourcesare virtually unrestrictedand are usually
revocableby the grantoronly for failure to comply with prescribedcompliancerequirements.These
resourcesare reflectedas revenuesat the time of receiptor earlierif the susceptibleto accrnalcriteria
are met. Property taxesare recognizedas revenuein the year for which taxes havebeen levied,
providedtheyarecollectedwithin 60 daysafter year-end.

Expendituresgenerallyarerecordedwhena liability is incurred.However,debtserviceexpenditures,
as well as expendituresrelated to compensatedabsencesandjudgmentsandclaims, are recorded
only whenpaymentis matureanddue.

Proprietary Fund, Fiduciary Fund, and Component Unit Financial Statements

Private-sectorstandardsof accountingand financial reporting issuedprior to December1, 1989
generallyarefollowed in both thegovernment-wideandproprietaryfund financialstatementsto the
extent that those standardsdo not conflict with or contradictguidance of the Governmental
Accounting StandardsBoard. Governmentsalsohavethe option of following subsequentprivate-
sectorguidancefor their business-typeactivitiesandenterprisefunds,subjectto this samelimitation.
The City haselectednot to follow subsequentprivate-sectorguidance.

Proprietaryfundsdistinguishoperatingrevenuesandexpensesfrom nonoperatingitems. Operating
revenuesand expensesgenerally result from the collection of revenuepledged to repay debt.
The principal operatingrevenuesof the City’s enterprisefunds are leasereceiptsand excisetaxes.
The principal operatingrevenuesof the City’s internal servicefunds are chargesto other funds for
health insurance.Operatingexpensesfor enterprisefunds and internal servicefunds include the
interest,adrriinistrativeexpenses,and vendorpayments.Al) revenuesandexpensesnot meetingthis
definition are reportedas nonoperatingrevenuesandexpenses.

Governmentalfunds—The City reportsthefollowing majorgovernmentalfunds:

The generalfundis the City’s primaryoperatingfund. It accountsfor all financial resourcesof
thegeneralgovernment,exceptthoserequiredto be accountedfor in anotherfund.

The specialrevenuefund accountsfor the proceedsof specific revenuesourcesthatarelegally
restrictedto expendituresfor specifiedpurposes.

• The capital activitiesfundaccountsfor financial resourcesto be usedfor the acquisitionor
constructionof majorcapital facilities.
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Proprietaryfunds— The City reportsthe following majorproprietaryfunds:

The ConventionCenterfund accountsfor the City activities relatedto the financingfor the
constructionof anew state-ownedconventioncenter.

The Hospital RevenueBondFund accountsfor the activities related to the Boston City
HospitalBonds.

Fiduciaryfunds -~-Additionally, the City reportsthefollowing fiduciary fund types:

The private-purposetrust fund is usedto accountfor resourceslegally held in trust for the

benefitof individuals,privateorganizations,or othergovernments.

The pensiontrustfundaccountsprincipally for the activities of the State-BostonEmployees
RetirementSystem,a blendedcomponentunit, which accumulatesresourcesfor pension
benefitpaymentsto retiredCity employees.

The agencyfunds areusedto report fundsheldby the City is a purely custodialcapacity.

The City alsousesan internal servicefund to accountfor its self-insuredhealthcosts.Although the
fund is presentedin a separatecolumn in the accompanyingfinancial statements,it is not considered
a major fund.

As a generalrule, the effect of interfund activity’ hasbeen eliminatedfrom the government-wide
financial statements.

Whenboth restrictedandunrestrictedresourcesareavailablefor use, it is the City’s policy to use
restrictedresuurcesfirst, thenunrestrictedresourcesas theyareneeded.

(c) CashEquivalents

For purposesof the combinedstatementof cashflows, investmentswith original maturitiesof three

monthsor lesswhenpurchasedareconsideredto be cashequivalents.

(d) BasisofinvestmentValuation

Investmentsare presentedin the accompanyingbasic financial statementsat fair value. Where
applicable,fair valuesarebasedon quotationsfrom national securitiesexchanges,exceptfor certain
investmentsof the State-BostonRetirementSystemwhich aredescribedin notes5 and 11. Further,
incomefrom investmentsis recognizedin the samefund as therelatedinvestments.

(e) Interfund Receivablesand Paynbies

Activity betweenfundsthatare representativeof lending/borrowingarrangementsoutstandingat the
endof the fiscal yearare referredto as either “due to/from otherfunds” (i.e., the currentportionof
interfund loans)or “advancesto/from other funds” (i.e., the noncurrentportion of interfund loans).
All other outstandingbalancesbetweenfunds are reported as “due to/from other funds.” Any
residualbalancesoutstandingbetweenthe governmentalactivities and business-typeactivities are
reportedin the government-widefinancialstatementsas “internalbalances.”
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Advancesbetweenfunds, as reportedin the fund financial statements,are offset by a fund balance
reserveaccount in applicable governmentalfunds to indicate that they are not available for
appropriationandarenot expendableavailablefinancial resources.

if? UncolleciibleTaxandOtherReceivables

All receivablesare shown net of an allowance for uncollectibles. Amounts consideredto be

uncollectiblearebasedon the type andageof therelatedreceivable.

(g) CapitalAssets

Capital assets, which include property, plant, equipment and infrastructureassets(e.g., roads,
bridges, sidewalksand similar items), are reportedin the applicablegovernmentalor business-type
activities columns in the government-widefinancial statements.Capital assetsare defined by the
governmentas assetswith an initial, individual costof morethan$25,000andan estimateduseful
life in excessof two years.Suchassetsarerecordedat historicalcostor estimatedhistorical costif
purchasedor constructed.Donatedcapitalassetsarerecordedat estimatedfair marketvalue at the
dateof donation.

The costs of normal maintenanceandrepairsthat do not addto the value of the assetor materially
• extendassets’lives arenot capitalized. • •

Property, plant and equipmentof the primary government,as well as the componentunits, is
depreciatedusingthestraight-linemethodoverthefollowing estimatedusefullives:

______ Assets Years

Buildings 30
Building improvements 20
Publicdomaininfrastructure 30
Systeminfrastructure 30
Vehicles 3
Office equipment 3
Computerequipment 3

(1*) CompensatedAbsences

Employeesaregrantedsick andvacationleave in varyingamounts.Upon retirement,terminationor
death,certain employeesare compensatedfor unusedsick and vacation leave (subjectto certain
limitations)at their thencurrentratesof pay. The portionof the liability relatedto unusedsick and
vacation time that has maturedor is due as of June30, 2002 is recordedin the governmentalfund
financial statements.The portionexpectedto be paidwithin oneyearis recordedin the government-
wide financial statements.Thetotal amountto bepaid in future yearsis presentedin the government-
wide statementof net assets.The liability for vacationleave is basedon the amountearnedbut not
used; for sick leave, it is basedon the amount accumulatedat the balance sheetdate (vesting
method).The liability for both amountsis calculatedbasedon the pay or salary ratesin effect atthe
balancesheetdate.
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(1) Long-TermObligationsandRelatedCosts

Premiums, discountsand issue costs — In the government-wide financial statements,and
proprietary fund types in the fund financial statements,long-term debt and other long-term
obligations are reported as liabilities in the applicable governmental activities, business-type
activities,or proprietaryfund type statementof net assets.Bondpremiumsanddiscounts,as well as
issuancecosts,are deferredand amortizedover the life of the bondsusing the effective interest
method.Bondspayablearereportednetof the applicablebondpremiumor discount.Bondissuance
costsarereportedas deferredchargesandamortizedoverthe tennof therelateddebt.

In the fund financial statements,governmentalfund typesrecognizebond premiumsanddiscounts,
as well as bond issuancecosts,during thecurrentperiod. The faceamountof debtissuedis reported
as other financing sources.Premiumsreceivedon debt issuancesare reportedas other financing
sourceswhile discountson debt issuancesare reportedas other financing uses.Issuancecosts,
whether or not withheld from the actual debt proceedsreceived, are reported as debt service
expenditures.

Arbitrage Rebate — Rebatablearbitrageearningsare calculatedfor the City by third parties and
accountedfor as a liability and a reductionof investmentincome in the generalfund. At June30,
2002,an accumulatedarbitragerebateliability of $1.9 million wasrecordedin the generalfund.

0) Fund Equity

In thefund financialstatements,governmentalfundsreportreservationsof fund balancefor amounts
that are not availablefor appropriationor are legally restrictedby outside partiesfor usefor a
specificpurpose.Designationsof fund balancerepresenttentativemanagementplansthat aresubject
to change.

(k) TaxAbatementRefunds

All estimatedtax abatementrefundshavebeenrecordedas aliability in the generalfund.

(1) Landfill PostclosureCare Costs

Stateandfederalregulationsrequirethe City to place a final coveron its GardnerStreetlandfill site
when it stopsacceptingwaste and to performcertainmaintenanceand monitoringfunctionsat the
site for 30 yearsafter closure.At June30, 2002, 100% of the GardnerStreetlandfill site had been
usedandhadnot acceptedsolid wastefor severalyears.The City hascompletedthe coveringof this
site in accordancewith applicablelaws andregulatIons.

The liability for postclosurecarei~estimatedbasedon currentcost,which is the amountthat would
be paid if all equipment,facilities and servicesincludedin the estimatewere acquiredduring the
currentperiod.Suchcosts are recognizedas expendituresin the general fund to the extentthat they
are dueor maturedandare expectedto be paid with expendableavailablefinancial resources.The
total liability is reportedin theGovernment-WideStatementof Net Assets.Expendituresrelatedto
the Gardner Street landfill site closure and postclosurecare in fiscal 2002 were approximately
$1.7 milliom
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(in) Use of Estimates

The preparationof the accompanyingfinancial statementsin conformity with accountingprinciples
generallyacceptedin the United Statesof America requiresmanagementto makeestimatesand
assumptionsthat affect the reportedamountsof assetsand liabilities and disclosureof contingent
assetsandliabilities atthedateof the financial statementsand the reportedamountsof revenuesand
expensesduring thereportingperiod.Actual resultscoulddiffer fromthoseestimates.

(3) Implementationof NewAccountingStandards

As a result of implementing GASB InterpretationNo. 6, Recognition and Measurementof Certain
Liabilities and Expendituresin GovernmentalFund Financial Statements,certain fund liabilities that
existedatJune30,2001 were reducedto reflect only theportion of the liability thatwas ‘tdue” The impact
of this changeon the generalfund equity was to reduceliabilities andincreasefund equity at July 1, 2001
by $67.7million.

GASI3 No. 34, BasicFinancial Statements— and Management’sDiscussionandAna] sis —for State and
LocalGovernmentsredefined‘enterprisefunds’ resultingin the establishmentof two enterprisefunds — the
ConventionCenterfund andthe Hospital Bondfund. Both fundswereestablishedto accountfor activities
relatedto bondsfor whichrevenuestreamshavebeenpledgedas securityrepayment.The activitiesof the
fundswere transferredto theenterprisefundseffectiveJuly 1,200LThe impactis asfollows:

Capital Hospital Convention
Projects Bond Center

Balanceas previouslyreported $ 25,086
Transferto ConventionCenter (1,032) 1,032
Transfer to Hospital Bond fund (16,280) 16,280
Recognitionof bondspayable (145,580) (157,800)
Recognitionof leasereceivable 156,832 —

Recognitionof otherassets/liabilities _______________ — (15,558). 52,873

Balanceasrestated $ 7,774 — 11,974 (103,895)

(4) Budgetary Data

The generalfund is the only fund for which a budgetis legally adopted.The budgetsfor all departments
includedin the generalfund of the City, exceptthe SchoolDepartment,arepreparedunderthe direction of
the Mayorand City Council.The SchoolDepartmentbudgetis preparedunderthe direction of the School
Committee.

Original andsupplementalappropriationsaresubmittedby the Mayor, approvedby the City Council and
lapseat year-endunlessencumbered.The legal level of control overappropriationsis at the department
level. Amendmentsto the original budgetmustbe approvedby the City Council, exceptfor a reallocation
of appropriationsof up to $3 million which the Mayor may approve.Further, the City Auditor, with the
approvalof theMayor, maymaketransfersfrom anyappropriationto anyother appropriationfor purposes
of eliminating deficits beForeclosing the books for the fiscal year. After the closeof the fiscal year. the
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City Auditor may,with the approvalof the Mayor, applyany income,taxesandfundsnot disposedof and
make transfersfrom any appropriationto any otherappropriationfor the purposeof closingthe accounts
for the fiscal year. Supplemental appropriations, other than the aforementionedtransfers, were
approximately$5.4million for theyear.

The City mustestablishits propertytax rateeachyearso that the resultingpropertytax levy will comply
with the limits requiredbyProposition2-1/2 (note6). The tax levy mustequalthesumof (a) the aggregate
of all annualappropriationsfor expenditures;plus (b) the reserveaccountsdescribedin the following
paragraph;plus (c) provision for the prior fiscal years’ deficits, if any; less (d) the aggregateof all
nonpropertytax revenuesprojectedto be received by the City, including availablefunds, in amounts
certifiedor approvedby the Commonwealthfor taxratepurposes.

In accordancewith the 1986 amendmentsto the FundingLoan Act of 1982,the City hasestablishedtwo
reservefunds.Thefirst is a budgetreservefund which is requiredto be funded in stagesto a final level of
2-1/2% of the prior year’s overall departmentalappropriations,exceptthe School Department,by the
beginningof fiscal 1990. It is availableto be applied to extraordinaryand unforeseenexpenditures.The
secondis a separatereservefund of 1% to 2-1/2% of the current year appropriation of the School
Departmentto be appliedto overexpendituresin that department.

The City’s generalfund budgetis preparedon a basisotherthanaccountingprinciplesgenerallyaccepted
in the United Statesof America (GAAP). The “actual” resultscolumn in the statementof revenuesand
expenditures- budgetarybasis - generalfund is presentedon a “budgetarybasis”to providea meaningful
comparisonof actualresultswith the budget.The majordifferencesbetweenthe budgetandGAA.P basis,
whereapplicable,are that:

(a) Revenuesare recordedwhencashis receivedexceptfor real estateand personalpropertytaxesare
recordedas revenuewhenlevied(budget),asopposedto whensusceptibleto accrual(GAAP).

(b) Encumbrancesand continuing appropriationswhich are recordedas the equivalentof expenditures
(budget),as opposedto a reservationof fund balance(GAAP).

(c) Certain activities and transactions are presentedin separatefunds (OAAP), rather than as
componentsof the generalfund (budget).

(d) Amounts raised for the prior years’ deficits and availablefunds from prior years’ surplusesare
recordedasrevenueitems(budget),but haveno effect on GAAP revenues.

In addition,therearecertaindifferencesin classificationsbetweenrevenues,expendituresandtransfers.
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The following reconciliationsummarizesthe differencesbetweenbudgetaryandGAAP basis accounting
principlesfor the yearendedJune30, 2002:

Excessof
Other revenue

financing anti other
sources financing

Revenue Expenditures (uses)~j~et sources

As reportedon abudgetarybasis $ 1,788,300 1,783,133 5,167
Adjustments:

Revenuesto modified accrualbasis 66,740 66,740
Expenditures,encumbrancesandaccruals,

net 3,959 (3,959)
Reclassitications:

Parking meterrevenue and expenditures
to a special revenue fund (2,790) (2,790)

Debtserviceexpenditures
State-fundedteachers’retirementcosts (49,157) (49,157)
Trust fund revenue (1,778) — 1,778

AsreportedonaGAAPbasis $ 1,801,315 1.735,145 1,778 .67,948

(5) Depositsand Investments

Stateand local statutesplacecertainlimitations on the natureof depositsand investmentsavailableto the
City. Deposits,including demanddeposits,moneymarketsandcertificatesof depositin any onefinancial
institution, may not exceed certain levels unless collateralizedby the financial institution involved.
Investmentsmay bemadein unconditionallyguaranteedU.S. GovemmentobligationshavingmaturitiesOf
a yearor lessfrom the date of purchase,or throughrepurchaseagreementswith maturitiesof no greater
than 90 daysin which the underlyingsecuritiesconsistof such obligations. Other allowableinvestments
include authorizedbonds of all states,bankers’ acceptances,commercial paper ratedwithin the three
highestclassificationsestablishedby ratingagencies,andunitsin the MassachusettsMunicipal Depository
Trust (MMDT). The Treasurerof the Commonwealthof Massachusettsoverseesthefinancial management
of the MMDT, a local investmentpooi for cities,townsandotherstateandotherlocal agencieswithin the
Commonwealth.TheCity’s fair value of its investmentin the MMDT representstheir valueof the pool’s
shares.

The City’s pension and certain other trust funds have additional investmentpowers,most notably the
ability to invest in commnonstocks,corporatebondsandotherspecifiedinvestments.

(a) Deposits

The City categorizeddepositsaccordingto the level of risk assumed.Category1 includesdeposits
which are fully insuredor collateralizedwith securitiesheldby the entity or its agentin the entity’s
name. Category2 includes deposits that are collateralized with securitiesheld by the pledging
financial institution’s trust departmentor agent in the entity’s name. Categoiy3 includes those
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deposits that are not collateralized. The City’s deposits at June 30, 2002 are as follows (in
thousands):

Total
Cat~goiy bank Carrying

1 2 3 balance amount

Total cashdeposits $ 6,464 — 91,115 97,579 98,761

(Li) Investments

The City and SBRS categorize investmentsaccording to the level of risk assumed.Category1
includes investmentsthat are insured, registeredor held by the entity or its agent in the entity’s
name. Category2 includesuninsuredandunregisteredinvestmentsheldby the counterparty’strust
departmentor agent in the entity’s name. Category3 includes uninsured and unregistered
investmentsheld by the counterparty,or by its trust departmentor agentbut not in theentity’sname.
MMDT, othermutual funds,pooledfunds, venturecapital fundsandreal estateinvestmentsarenot
categorized.TheCity’s investmentsareas follows (in thousands):

Primarygovernment Ca~gorjy
June 30,2002 1 2 3 Fair value

Categorized:
U.S. Govemmentobligations $ 9,304 9,304
Debtsecurities 16,280 16,280
Equity securities 9,858 9,858

$ — 35,442

Not categorized:
Repurchase agreements 212,800
MMDT 475,412
Mutualfunds 63,705

$ 787,359
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Category
SBRS— December31,2001 1 2 3 Fair value

Categorized:
Short-terminvestments $ 110,797 110,797
Domesticequitysecurities 757,482 757,482
Domesticdebtsecurities 220,213 220,213
Internationalequity 286,949 286,949
Intemationatdebt 144,079— 144,079

$ 1,519,520 —

Not categorized:
Investmentsheld by broker-

dealerundersecurities
loans 347,893

MMDT 20,872
Pooledfunds 929,981
Realestate 250,187
Venture capitalfunds 53168

$ 3,121,621

The compositionof the City’s bank depositsandinvestmentsfluctuatesdependingprimarily on the
timing of real estatetax receipts,proceedsfrom borrowings,collection of stateandfederalaid and
capitaloutlaysthroughoutthe year.

(6) PropertyTaxes

Real and personalproperty taxesare basedon values assessedas of eachJanuary1. By law, all taxable
propertymustbe assessedat 100%of fair cashvalue.Also by law, propertytaxesmustbe. leviedat least
30 days prior to their due date. Once levied, thesetaxes are recordedas receivables,net of estimated
uncollectiblebalances.Property tax revenueshave beenrecorded using the modified accrual basis of
accounting,describedin note2.

The City bills andcollectsits propertytaxeson a quarterlybasisfollowing the January1 assessment.The
duedatesfor thosequarterlytaxbillings are August1, November1, February1, andMay 1. Propertytaxes
that remainunpaidaftertherespectiveduedatesaresubjectto penaltiesandinterestcharges.

Based on the City’s experience,most property taxesare collected during the year in which they are
assessed.Liening of propertieson which taxes remain unpaid occurs annually. On November14, all
propertieswith unpaidfiscal 2001 property taxeswere liened.The City ultimately hasthe right to foreclose
on all propertieswherethetaxesremainunpaid. .
A statewideproperty tax limitation known as “Proposition 2-1/2” limits the amountof increasein the
property tax levy in any fiscal year. Generally,Proposition2-1/2 limits the total levy to an amountnot
greaterthan 2-1/2% of the total assessedvalue of all taxableproperty within the City. Secondly,the tax
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levy cannotincreaseby more than2-1/2%of the prior year’slevy plus the taxeson propertynewly added
to thetaxrolls. Certainprovisionsof Proposition2-1/2can be overriddenby a City-wide referendum.

(7) Receivables

Receivablesas of year end for the government’s individual major funds and internal servicefund,
including theapplicableailowancesfor uncollectibleaccountsare asfollows (in thousands):

Special Internal
General revenue serviceS Total

Receivables:
Propertytaxes $ 37,555 37,555
Othertaxes 142,697 142,697
Intergovernmental 78,215 56,301 — 134,516
Other 34,849 195 151 35,195

Grossreceivables 293,316 56,496 - 151 349,963

Less allowancefor uncollectibles (165,930) (165,930)

Net total receivables $ 127,386 56,496 151 184,033—

Governmentalfunds report deferred revenuein connectionwith receivablesfor revenuesthat are not
consideredto be available to liquidate liabilities of the current period.Governmentalfunds also defer
revenuerecognition in connection with resourcesthathavebeenreceived,but not yet earned.At the endof
the currentfiscal year,the variouscomponentsof deferredrevenueandunearnedrevenuereportedin the
governmentalfundswereas follows (in thousands):

Unavailable Unearned

Delinquentpropertytaxesreceivable(general fund) $ 31,507
Duefrom componentunits 18,984
Other 7,7z16

Total deferred/unearnedrevenuefor governmental

funds $ 31,507 . 26,730
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(8) CapitalAssets

Capitalassetactivity for the yearendedJune30, 2002 wasas follows (in thousands):

Primary Government

Beginning . Ending
balance Increases Decreases balance

Governmental activities:
Capital assetsnot beingdepreciated:

Land $ 10,604 3,862 14,466
Constructionin progress 284,221 117,075 401,296

Total capitalassetsnot being
depreciated 294,825 120,937 415,762—

Capitalassetsbeingdepreciated:
Land improvements 15,507 — 15,507
Buildingsandimprovements 940,789 — 1,591 939,198
Furnitureandequipment 109,410 10,181 2,400 117,191
Infrastructure 228,731 13,652 242.383

Total capitalassetsbeing
depreciated 1,294,437 23,833 3,991 1,314,279

Lessaccumulateddepreciationfor:
Land improvements 2,062 1,129 — 3,191
Buildings and improvements 747,281 19,590 1,591 765,280
Furnitureandequipment 92,997 9,346 2,400 99,943
Infrastructure 71,977 7,708 — — 79,685

Total accumulateddepreciation 914,317 37,773 3,991 948,099

Total capitalassetsbeing
depreciated,net 380,120 (13,940) 366,180

Governmentalactivities capitalassets,net $ 674,945 106,997 781,942
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Depreciationexpensewaschargedto functions/programsof the primarygovernmentas follows:

Governmentalactivities:
Generalgovernment
HumanServices
Public safety
Public works, includingdepreciationof generalinfrastructureassets
Property~andDevelopment
Parksandrecreation
Library
Schools
County

Total depreciationexpense— governmentalactivities

(9) Interfund Receivableand PayableBalances

Individual fund and discretecomponentunit receivableand payable
follows (in thousands):

$ 347
57

7,625
9,152

932
2,017
4,156

13,214
273

$ 37,773

balancesat June30, 2002,are as

Interfundbalances

General
Internal service

BalanceatJune30, 2002

STiRS at December31, 2001

Balancesin accompanyingbasicfinancial
statements

Disq~~çomonentunit balances

Primarygovernment:
General
Hospital revenuebond

Discretelypresentedcomponentunits:
P1-IC

Balancesin accompanyingbasicfinancial
statements

Receivable Payable

$ 727
727 -

727

64,871

$

727

72765,598

Receivable Payable

$ 19,250 108

129,103

108 148,353

148,461 148,461
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(10) Long-TermObligations

(a) Gcrernrnenta/Aciti~ityObligations

Following is a stimmaryof thegovernmentallong-termobligationsof the City asof June30, 2002 (in thousands):

Outstanding,
interest beginning Outstanding, Due within

rates of year Additions Reductions ~f~pfj car
Bonds andnotes payable:

Oenera~obligation bonds dated 2/1/02 300-5.0% $ — 100,000 100,000 6,090
General obligation refunding bonds dated 4/11/01 3.63-5.0% 52,025 — 52.025 500
Gcneral obligation bonds dated2/i/O 1 4.25-5.0% 120,000 8,360 111,640 8,360
General obligation bondsdated2/1/00 5.0-5.75% 110,160 — 9,840 100,320 9,840
Generalobligationbondsdated10/15/98 3.25-5.0% 104,580 — 7,710 96,870 7,710
Generalobligation refundingbondsdated4/15/98 4.5-5.25% 63,290 — 6,480 56,810 1,384
Generalobligationbondsdated 1/15/98 4.5% 62,210 — 7,595 59,615 7,595
Generalobligationbondsdated11/15/96 5.0% 61,200 — 7,200 54,000 5,400
Generalobligationbondsdated10/15/95 5.0-5.25% 23,000 -~ 3,100 19,900 3,100
Generalobligationbondsdated9/1/94 5.0-6.0% 23,5t5 — 4,305 19,2t0 4,530
Generalobligation refundingbondsdated2/1/94 4.0-5.0% 60,835 — 5,300 55,555 5.920
Generalobligation bondsdated9/1/93 4.0-4.875% 37,655 — 2,090 35,565 2,290
Generalobligationrefundingbondsdated2/1/93 3.0-5.65% 72,720 — 11,960 60,760 15,665
Generalobligationbondsdated2/15/92 4.75-6.5% 6,210 — 3,015 3,195 3,195
Generalobligation refundingbondsdated5/15/91 5.5-10.0% 8,515 — 4,515 4,000 4,000
MWPAT note payable 4.25-5.75% 9,750 — 439 9.311 444
Notespayable 5.44-7.18% 27,620 3,839 491 30,968 2.153

BondAnticipation Notesdated2/1/02 3.5% — 62,000 — 62,000 —

BondAnticipation Notesdated2/1/01 4.0% 25,000 25,000 25,000

Totalgovernmentalobligationbondsandnotes
payable - 873,305 — 165,839 82,400 956,744 113,076

Otherlong-termobligations:
Leases 27,907 8.915 10,786 26,036 8,319
Judgmentsandclaims 22,450 31,041 21,041 32,450 10,000
Compensatedabsences,net 152,087 17,090 169,177 54.655
Landfill postelosurecarecosts ____.___i_pL~1____ 14,871

Total otherlong-termobligations . — 218,977 57,046 - 33,489 242,534 72,974

‘rotal governmentallong-termobligations $ 1,092,282 — 222,885 115,889 — 1,199,278 — 186,050
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(b) BusinessTypeActivity Obligations

Following is asummaryof the businesstypelong-termobligationsof the City as of June30, 2002 (in thousands):

Outstanding,
Interest beginning Outstanding, Due within

rates of year Additions Reductions end of year j~.i~r_

ConventionCenterFund:
SpecialObligation Bondsdated4/1/02 4.0-5.25% $ — 116,890 116,890 2,100
BondAnticipation Notesdated2/1/00 5.25% 27,800 27,800 —

BondAnticipation Notesdated5/1/99 4.0% 130,000 130,000 —

Hospital Bond Fund:
RevenueRefundingBonds,BostonCity Hospital.SeriesB,

dated6/1/93 3.60-5.25% 145,580 — — 4,485 341,095 4,733

Total businesstypeobligations $ — 303.380 116,890 ~~j~,285 257,985 6,835
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A. GeneralObligation Bondsand Notes

‘The annualdebt servicerequirementsof the City’s generalobligationgovernmentalbondsandnotespayable
outstandingas of June30, 2002,are asfollows (in thousands):

Principal Interest Total

YearendingJune30:
2003 $ 113,076 42,840 155,916
2004 84,265 38,579 122,844
2005 78,265 34,790 113,055
2006 126,816 29,437 156,253
2007 63,195 25,949 89,144
2008-2012 . 262,443 88,595 351,038
2013-2017 167,177 35,062 202,239
2018-2022 61,507 — 6,794 68,301

$ 956,744 302,046. 1,258,790

• General obligation bonds are backed by the full faith and credit of the City. The Commonwealthhas
approvedschoolconstructionassistance,subject to annualappropriationby thestatelegislatureandreports
filed with the Commonwealthby the City, to partially provide resourcesfor future principal and interest
requirementson generalobligationschoolbondsof the City. As of June30,2002,suchresourcesexpectedto
be providedto the City total approximately$217,638from the Commonwealth.

On February15, 2002, the City issued$100,000,000in generalobligation bonds to fund various capital
purchasesand improvementsthroughout the City. Interest is due semiannuallyon eachFebruary 1 and
August 1, with principal paymentsdueeachFebruary1 until maturity in fiscal 2022.

On February1, 2002,the City issued$62,000,000in bond anticipationnotes(BANs) to fund various school
projects.The City will pay interestof approximately$6,510,000throughfiscal 2006. TheCity is expectedto
issuegeneralobligation bonds to refund the BANs; accordingly, they have been classified as long-term
obligations.

As of June30. 2002, the City has a permanent loan agreement with the MassachusettsWater Pollution
AbatementTrust (MWPAT) for $13.4million. The loan providesfunding for the closureand postclosure
carecostsrelatingto theCity’s GardnerStreetLandfill. Proceedsare receivedon areimbursementbasisfrom
MWPAT as expendituresare incurredby the City. As of June30, 2002, the City hasreceivedapproximately
$12.3million in loanproceeds.

No ObligationDebt

The City has outstandingindustrial, commercial and housing developmentbonds payable solely from
revenuesof the respectiveenterprisesthat do not constitutean indebtednessof the City and are not a charge
againstits generalcredit.Thisaggregateamountis immaterialto the financial statements.
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The City is subjectto a dual generaldebt limit: the normaldebt limit and thedoubledebtlimit. Suchlimits
are equal to 2- 1/2% and 5%, respectively, of the valuation of taxablepropertyin the City as last equalizedby
the StateDepartmentof Revenue.Debt maybe authorizedup to the normaldebtlimit without stateapproval.
Authorizations under the double debt limit, however, require the approval of the Commonwealth’s
EmergencyFinanceBoard. Additionally, thereare many categoriesof generalobligation debt which are
exemptfromthe debtlimit but aresubjectto otherlimitations.

As of June30, 2002,the City may issue$287.9million of additional generalobligation debtunderthe debt
limit. Generalobligationdebtof $373 million, subjectto the debt limit, and$260 million, exemptfrom the
debtlimit, is authorizedbut unissuedas of June30, 2002.

ProprietatyFundObligations

The annual debt service requirementsof the City’s special obligation bonds and Boston City Hospital,

SeriesB, revenuebonds,outstandingas of June30, 2002 are as follows (in thousands):

- Principal Interest Total —

Year endingJune30:
2003 $ 6,835 13,939 20,774
2004 • 7,295 13,347 20,642
2005 8,045 12,957 21,002
2006 5,655 12,523 18,178
2007 3,070 12,294 15,364
2008-2012 28,790 56,488 85,278
2013-2017 59,165 43,065 102,230
2018-2022 28,050 • 34,937 62,987
2023-2027 111,080 9,873 120,953

$ 257,985 — 209,423 — • 467,408

On April 15, 2002, the City issued $116,890,000in special obligation bonds to fund certain costs in
connection with the developmentof the Boston Convention and Exhibition Center. Interest is due
semiannuallyon eachMay 1 and November1, with principal paymentsdue eachMay I until maturity in
fiscal 2027.

Therevenuerefundingbondsof the BostonCity Hospital (BCH) do not constitutegeneralobligationsof the
City andthe annualdebtserviceof thesebondshasbeenassumedby theBostonPublic HealthCommission.
The Boston Public Health Commissionexpectsto meetits obligationon the bonds throughapplicationof a
portion of the rent payable to the Boston Public Health Commission by the Boston Medical Center
Corporation (BMC) for its leaseof the formerBoston City Hospital. As a result of the consolidationof the
T3MC and BCH (seenote 15), on July 1, 1996, the City received$16.28million, representingdebt service
reserveon thesebonds.It was recordedas proceedsof debt in the capital projectsfund and subsequently

transferredto thegeneralfund for future debtservicerequirements.Undercertaincircumstances,includinga
defaultby BMCunderthe lease,City revenuesmay berequired to satisfy the debtservicerequirementson
the SeriesB bonds.
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TheBoston PublicHealthCommissionhasassumedresponsibilityfor payingto the City an amountequalto
current debt service on all outstandinggeneralobligation bondsof the City issuedfor public healthand
hospitalpurposeswhich amountedto $20.7million at June30, 2002.

DefeasedDebt

Thefollowing prior yeartransactionsmet the requirementsof anin-substancedefeasance:

• On Ajril Il, 2001, the City issued$52.0million in generalobligation refunding bondsto advance
refund$49.9million of 1991,1994,and 1995 SeriesBonds.

• On May 12, 1998, the City issued$77.9million in generalobligation bonds,datedApril 15, 1998, of
which $62.9million was usedto advancerefund $58.0million of 1989, 1990, 1992 and 1994 Series
Bonds.

The principalamountof debtrefundedthroughin-substancedefeasancetransactionsand still outstandingat
June30, 2002 was approximately$48 million.

Subsequent Event

• In August 2002,$127.8million of bonds wereissued to refund the Boston City Hospital, SeriesB
BondsdatedJune1, 1993.

B. Lease Obligations

The City hasenteredinto variouscapitalleaseagreementsfor equipmentacquisition.Paymentsunderthese
agreementsare subject to annualappropriationand, by statute,are not includedin the City’s debt limit
calculations.Activity in capital leaseagreementsduringfiscal year2002 was asfollows (in thousands):

Outstanding,
beginning Outstanding,

Dateofissuance of year Additions Reductions end oliear

August 15, 1995 $ 131 131 —

December17, 1997 541 481 60
November 10, 1997 582 416 166
June 25, 1998 2,113 672 1,441
August25, 1998 3,375 1,117 2,258
March 18, 1999 1,714 1,031 683
October1, 1999 3,745 636 3,109
January25, 2000 4,635 1,994 2,641
November 21, 2000 10,481 2,832 7,649
May 21, 2001 590 200 390
October3l,2001 7,290 1,276 6,014
June5,2002 1,625 1,625 —

$ 27,907 8.915 10386 26,036 —
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Futureminimumpaymentsundercapital leasesandinstallmentsalesas of June30, 2002are as follows (in
~thousanc1s):

2003 $ 10,875
2004 8,280
2005 4,724
2006 2,462
2007 1,250
2008-2011 485

Total minimumleasepayments 28,076

Lessamountrepresentinginterest (2,040)

26,036

Currentportion 18,319)

Long-termportion $ 17,717—

TheCity’s commitmentunderoperatingleasesisnot significant.

(11) Retirement Plans

(a) Plan Description

The City contributesto the State-BostonRetirementSystem (the System),a cost-sharingmultiple-
employerdefinedbenefit pensionplan.The Systemprovidesretirement,disability anddeathbenefits
to planmembersandbeneficiariesof thefollowing govemmentunits:

(1) City ofBoston
(2) BostonRedevelopmentAuthority
(3) BostonHousingAuthority
(4) BostonWater& SewerCommission
(5) Public HealthCommission
(6) Sheriffof Suffolk County

Chapter32 of the MassachusettsGeneralLaws(MOL) assignsauthorityto establishandamendbenefit
provisions of the planto the statelegislature.

The Systemis administeredby a five-personBoardof Retirementconsistingof the City Auditor who
servesas a memberexofficio, two memberswho areelectedby the participants,in or retiredfrom the
serviceof the System.a fourth memberappointedby the Mayor and a fifth memberchosenby the
othermembers.

The City also participatesin the Boston RetirementSystem(BRS) and madebenefit paymentsof
approximately$4.1 million for the yearendedJune30, 2002. The numberof BRS plan participants
was frozen in 1946. The financial statementsof BRS are combinedwith the System’s,however,
disclosuresfor BRSarenot materialand,thus,are not presentedseparately.
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(b) Jiasis ofAccounting

The System’sfinancial statementsare preparedusing theaccrual basisof accounting.Plan member
contributionsarerecognizedin theperiodin which the contributionsaredue.Employercontributions
to theplan arerecognizedwhen dueand the employerhasmadea formal commitmentto providethe
contributions.Benefitsandrefundsare recognizedwhen dueandpayablein accordancewith the terms
ofeachplan.

Investmentsof theSystemare statedasfollows:

(a) Bonds are stated at quoted market value.
(b) Equity securitiesarestatedatquotedmarketvalue.
(c) Real estatefundsarestatedat appraisedvalueor partner’saccountvalue,whicheveris

morereadily determinable.
(d) Venturecapital fundsare statedatcontributedcostor fair marketvalue,whicheveris

morereadily determinable.
(e) Intemationalinvestmentsarestatedatquotedmarketvalueandareincludedin equities

andfixed incomecategories.
(f) Cashis statedatcarrying amountwhich is reconciledbookbalance.

(c) Membership

Membershipin the Systemconsistedof the following at December3!, 2001, the dateof the latest
actuarialvaluation:

Retireesand beneficiariesreceivingbenefits 13,144
Terminatedplanmembersentitledto but not receivingbenefits 3,560
Active plan members ____ 21,122

Total membership 37,826

Total numberof participatingemployers 6

(d) Contributions

Planmembersarerequiredto contributeto the System.Dependingon their employmentdate, active
membersmustcontributea rangeof 5%-9% of their regulargrosscompensation.Membershired after
December31, 1978 mustcontributean additional 2% of regularcompensationin excessof $30,000.
Participatingemployersare requiredto pay into the Systemtheir shareof the remainingsystem-wide
actuarially determinedcontribution, which is apportionedamong the employersbased on active
coveredpayroll. The Commonwealthof Massachusetts(the Commonwealth)reimbursesthe City for
benefitspaid to school teachers.The Commonwealthalsoreimbursedthe Systemfor a portion of
benefit payments for costof living increases granted before July 1, 1998. The contributionsof plan
membersand the participatingemployersaregovernedby Chapter32 of theMOL. The City’s required
and actual contributions to the Systemfor the years ended June30, 2002,.2001 and 2000 were
$130 million, $127 million, and $129million, or $85 million, $88 million, and $90million, net of
teachers’retirement,respectively.
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During the fall of 1997 the System’sRetirementBoard,the City Councilandthe Mayor approvedthe
option for local funding of cost of living adjustments.As a result, a locally funded cost of living
adjustmentof3.0% on thefirst $12,000of a retiree’sannualpaymentwasawardedin fiscal 2000and
fiscal 2001.These cost of living adjustmentswill be awardedby the RetirementBoard eachyear,
exceptin yearsin which theRetirementBoarddeterminesthat suchan adjustmentwouldsubstantially
impair thefunding schedule.

(e) Legally Required Reserve Accounts

The balancesin the System’s legally required reserves(on the statutory basis of accounting)at

December31, 2001 areas follows (in thousands):
Description Amount - Purpose

Annuity savingsfund $ 995,817 Activemembers’contributionbalance
Annuity reservefund 261,387 Retiredmembers’contributionaccount
Military servicecredit 60 Members’ contributionaccountwhile on military leave
Pensionreservefund 919,300 Amountsappropriatedto fund future retirementbenefits
Pensionfund 804.318 Remainingnet assets

$ 2,980,882 .

All reserveaccountsarefundedat levelsrequiredby Statestatute.

U) Investment Concentration

The Systemhadthe following investmentsnot issuedor guaranteedby the US Governmentwhich
representedover5% eachof the System’snet assetsatDecember31(in thousands):

2001 2000

StateStreetGlobalAdvisorsS&P500FlagshipSeriesA
(domesticequity incomefund) $ 433,112 491,635

EnhancedCore(fixed incomefund) ______________ 170,870

(g) SecuritiesLending

The Public Employment RetirementAdministration Commissionof Massachusetts(PERAC) has
issuedsupplementalregulationsthat permit the Systemto engagein securitieslending transactions.
Thesetransactionsare conductedby the System’scustodian,which lends certainsecuritiesowned by
the Systemto other broker-dealersand bankspursuantto a form of loanagreement.The Systemand
theborrowersmaintain the rightto terminateall securitieslendingtransactionson demand.

At. the System’sdirection, the custodianlends the System’ssecuritiesand receivescash (including
both US and foreign currency),US governmentsecurities,sovereigndebtof foreign countries,and
irrevocablebank lettersof creditas collateral.The custodiandoesnot havethe ability to pledgeor sell
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collateralunlessthe borrower defaults.Borrowersare requiredto deliver cashcollateral in amounts
equaltonot lessthan 100%of the marketvalueof the loanedsecurities.

The Systemdoes not impose any restrictionson the amount of securitieslent on its behalfby the
custodian.Therewere no failures by any borrowersto retum loanedsecuritiesor pay distributions
thereon,and therewereno lossesfrom a default of the borrowersor the custodianfor the yearsended
December31, 2001 and2000.The cashcollateralreceivedby the custodianon eachloanwas invested,
togetherwith the cashcollateralof otherqualified tax-exemptplan lenders,in acollective investment
pooi. The relationshipbetweenthe averagematuritiesof theinvestmentpool andloanswas affectedby
thematuritiesof the loansmadeby otherplansthatinvestedcashcollateralin thecollectiveinvestment
pool, which the Systemcould not determine.At December31, 2001 and 2000, the Systemhad no
credit risk exposureto borrowersbecausethe amountsthe Systemowedthe borrowersexceededthe
amountsowedto the System.Borrower rebatesand feespaidto the custodianduring the yearsended
December31, 2001 and2000 were$8,445,000and$14,434,000,respectively.

At December31, 2001 and 2000, the fair value of securitiesloaned by the Systemamountedto
$173,469,000and $248,195,000.respectively,againstwhich was heldcollateraiof $180,010,000and
8258.606,000,respectively,as follows (in thousands):

_______ December_31

2001 2000

Short-termcollateralinvestmentpool $ 174,424 252,563
Non-cashcollateral 5,586 3,164

Total $ 180,010 255,727

(12) Other PostemploymentBenefit Disclosures

In addition to the pension benefits describedin note 11, the City providespostemploymenthealthcareand
life insurance benefits, in accordancewith state statute and City ordinance, to eligible retirees.
Approximately 12,600retireesmeetthe eligibility requirementsas put forth in Chapter32B of Massachusetts
GeneralLaws.The City pays 75% of Blue Cross/BlueShield of Massachusetts(BUSS)premiumsand90%
of HMO premiumsfor medicalandhospitalizationincurredby retireesandtheir dependents.The City also
pays 75%of BC/BS Medicarepremiumsfor eachMedicareeligible retiree.TheCity providesfor 50% of the
premiumsfor $5,000of life insurancefor eacheligible retiree.

Expendituresof approximately $45million for health care and life insurancebenefits for retireesare
accountedfor on apay-as-you-gobasisin fiscal 2002.
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(13) OperatingTransfers

Operatingtransfersandtheir purposesduringtheyearendedJune30,2002 wereasfollows (in thousands):

Governmental
funds Trust funds

General Permanent

Primarygovemment:
Trust funds-Ssupportfor parksdepartment $ 1,778 (1,778)

(14) Excessof ExpendituresOver Budgets

The City had expendituresin excessof their budgetedamountsfor the year ended June30, 2002 in the
following categories(in thousands):

Generalgovemment:.
Collectivebargaining $ 5,785

Public safety:
FireDepartment . 2,527

Public works:
Propertymanagement 994

Judgmentandclaims:
Executionof courts 900

Employeebenefits:
Medicarepayments 452
Workers’ compensation 358

Stateanddistrictassessments 258
11,274

The excessexpendituresreportedaboveare allowedunderthe budgetarylaws govemingthe City.

(15) Public1-Iealth System

Effective July 1, 1996,the City’s Departmentof HealthandHospitalsandTrusteesof HealthandHospitals,
a componentunit,wereabolished.Substantiallyall their assetsandliabilities, includingtitle to theCity’s two
hospitals,Boston City Hospital (BCH) and Boston Specialty and Rehabilitation Hospital (BSRH), were
transferredto andassumedby the BostonPublic HealthCommission(PHC).

Also effectiveJuly 1, 1996, the operationsof BC-I and BSRHwereconsolidatedwith the operationsof the
BostonUniversity Medical Centerunderthe licensureandcontrol of the BostonMedical CenterCorporation
(BMC). .
The PHC receivesthe majority of its funding from federalandstategrants,leaseagreementswith BMC and
a City appropriation. During fiscal 2002, the City appropriated$64.7million to the PHC. As described
below, the PHC uses the appropriation to pay debt service on certain general obligation bonds, base
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assistancegrantpaymentsto BMC andaportion of the consolidationco.ststo BMC. The remainderof the
appropriationis usedfor administrativepurposesandto support the various public healthprogramsrun by
thePHC. The City hasbudgeted$63.9million for thePHCfor fiscal 2003.

Duefrom PHC/BMC

On July 1, 1996, the PHC assumeda liability of $149.8million for a mortgagenote (the Note) held by a
trusteeand insured by the FederalHousing Authority (FHA), the balanceof which is $129.1million at
June30, 2002. Paymentsmadeby the PHC on this Note areused,togetherwith otherfundsheld in trust, by
the trusteeto pay off the outstandingbalanceof $141.1million of theCity’s revenuerefundingbondsdated
June 1, 1993. The PHC receivesfunding for theseNote paymentsfrom the BMC under a leaseagreement
whereby the BMC leasesportions of the former BCH for an initial period of 50 years.Rentalpayments
receivedunderthis leaseare equal to the debtservicecosts on the Note andon all City generalobligation
bondsallocable to BCH. Thesegeneralobligation bondswere issuedby the City betweenDecember1967
and October 1995 and total $18.9million at June30, 2002. These bonds pertain to the property and
operationsof the BCH Campus, South Block Campus,BSRH Campus,EmergencyMedical Services
OperationsandtheLong IslandCampus.

In addition, the PHC and BMC are also responsiblefor reimbursingthe City for healthinsurance,equipment
leasepayments,workers’ compensationandothermiscellaneousexpensespaidfor by theCity.

Paymentsto BMC

Underthe termsof the consolidationagreement,thePHC is obligatedto pay BMC $1.0 million peryear for
five (5) years,beginningon July 1, 1996, to subsidizethe costsof consolidation.If after 5 years,total
consolidationcoststotal lessthan $10.0million, thePHC is entitled to a rebatein an amountthat will bring
the PHC’s shareof thesecoststo 50%.The fiscal year.200i paymentto BMC representsthe final payment
underthe terms of the consolidationagreementand it is expectedBMC will provide documentationof the
consolidatedcostsas partof their year-endprocess.

PHC is obligatedto makefuture baseassistancegrantpaymentsto BMC totaling $12.0million eachyear
until theFHA Notehasbeenpaidoff (scheduledin 2020).

In addition, during fiscal 1997,the City made$20.0million in contributionsto acapital fund in support of
the BostonHealthNethealthcentermembers.TheBMC is expectedto provide$2.0 million in eachof the six
(6) yearsfollowing the consolidationin additionalsupportto the BostonHealthNethealthcentermembers.

(16) Risk Management .

The City is selfinsuredfor generalLiability, propertyandcasualty(exceptfor boiler andmachinerylossesup
to $2.5 million), worker injury, unemploymentandcertainemployeehealthclaims. The City’s Corporation
Counseldefendsthe City in any lawsuits that arisefrom the normal courseof operations,with exposure
limited by a statetort capunder Chapter258 of the MassachusettsGenera!Laws. Except for certainhealth
carecostsdescribedbelow,judgmentsandclaimsarechargedto the generalfund.

The City’s healthinsuranceprogram,administeredby the Health insuranceandBenefitsDivision, aprogram
within Human Resources,providescoverageto the City’s employeesand retirees through a number of
HealthMaintenanceOrganizations(HMO) andBlue Cross/BlueShield of Massachusetts(BC/BS). Coststo
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the City for the HIvIOs, of which 10% is paid by employees,areaccountedfor in the generalfund andare
cappedat a definedpremiumpaymentper employee.

BC/BS acts as a third-party agentfor the City in the paymentof the various claim plansusedby the City.
Costsincurredfor the operationof the BC/BS plans,of which 25% is paidby employees,areaccountedfor
in a separatehealthinsuranceinternalservicefund.

The City has implementeda comprehensiverisk financing strategythat includesestablishinga catastrophic
risk reserve,currently with a$5.9 million balanceavailablefor future losses.The City hasalso improved
systemsfor maximizingthe receiptof federaldisasterfunds. On July 1, 2001,the City’s propertyinsurance
policy went into effect — a one-year, all-risk catastrophic policy covering all City property assets up to
$400million, after a $10million retention.Any boiler andmachinery-relatedproperty loss is additionally
insured,after a$50,000deductible,for up to $2.5million.

The City hasestablisheda liability basedon historical trendsof previousyears andattorney’sestimatesof
pendingmattersand lawsuits in which the City is involved. Changesin the self-insurance liability for the
fiscal yearsendedJune30, 2002 and2001 are as follows (in thousands):

Internal servicefund

2002 2001

Healthandlife claims,beginningof year S 10,000 11,202

Incurredclaims 61,818 59,052
Paymentsof claimsattributableto eventsof both thecurrentand

prior fiscal years:
Healthand life (64,767) (60,254)

Health and life claims, end of year $ 7,051 10,000

Govtrnmentwide statements

2002 2001

Judgmentsandclaims, beginningof year $ 22,450 20,174

Incurredclaims 36,041 17,610
Paymentsof claims attributableto eventsof both thecurrentand

prior fiscal years:
Workers’ compensation (13,756) (11,595)
Unemploymentcompensation (2,285) (1,731)
Court judgments (10,000) (2,008)

Judgmentsandclaims,endof year $ 32,450 22,450

The liabilities abovehavenot beendiscountedto their presentvalue. Incurredclaimsrepresentthe total of a
provisionfor eventsof the currentfiscal year andany changein the provisionfor eventsof the prior fiscal
years.
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Therearenumerouspendingmattersandlawsuits in which the City is involved.The City attorneysestimate
that the potential claims against the City not recordedin the accompanyingbasic financial statements
resultingfrom suchlitigation wouldnot materiallyaffect thebasicfinancial statements.

(17) Discretely PresentedComponentUnits

The following presentscondensedfinancial statementsfor eachof thediscretelypresentedcomponentunits:

CondensedStatementof Net Assets

June30, 2002

(In thousands)

PHC BRA TPL EDIC Total

Assets:
Cash and investments: $ 33,551 28,035 51,499 20,980 134,065
Cashandinvestmentsheldby trustee — 1,071 2,070 7,456 10,597
Receivables,net:

Other 7,885 60,481 2,493 21,577 92,436
Internal balances — — — —

Otherassets 135,321 27,091 1,768 453 164,633
Capitalassets:

Nondepreciable 17,500 3,476 — 4,030 25,006
Depreciable 4,374 1,777 987 19,868 27,006

Due from otherfunds 7,069 — — — 7,069
Duefrom primarygovernment 108 — — — 108

Total assets 205,808 121,931 58,817 74,364 460,920

Liabilities:
Warrantsandaccountspayable 10,996 69,905 2,320 14,215 97,436
AccruedLiabilities:

Other 739 — It 2,271 3,021
Dueto otherfunds 14,059 — — — 14,059
Due to primarygovernment 148,353 — — — 148,353
Deferredrevenue 4,140 32,807 — 9,445 46,392
Noncurrentliabilities;

Duewithin oneyear — — — 859 859
Dueinmorethanoneyear — 1,475 — 20,153 21,628
Other 2,601 6.982 — — 1,187 10,770

Total liabilities 180,888 111469 2.331 — 48,130 342,518

Net assets:
Investedin capitalassets,netof

relateddebt 14,736 3,778 987 9,838 29,339
Restricted 5,170 1,071 38,187 12,541 56,969
Unrestricted 5,014 5,913 17,312 3,855 32,094

Total netassets $ 24,920 10.762 56,486 26,234 •. 118,402
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CondensedStatementof Revenues,ExpensesandChangesin Net Assets

YearendedJune30, 2002

(In thousands)

PHC BRA TPL - EPIC Total

Operatingrevenues
City appropriation

S 64,221
64,537

25,212
—

8,479
—

34,608
—

132,520
64,537

Totalrevenues
Operatingexpenditures

128,758
104,900

25,212
26,234

8,479
13,956

34,608
33,213

197,057
- 178,303

Excessof revenuesover
(under)expenditures 23,858 (1,022) (5,477) 1,395 18,754

Nonoperatingrevenue
Nonoperatingexpenditures
Interestexpense
Interestincome

692
(12,000)
(9,855)

—

—

—

—

—

—

—

—

—

—

—

—

692
(12,000)
(9,855)

1,199

Netchangein netassets 3,894 (1,022) (5,477) 1,395 (1,210)

Netassets,beginningofyear - 21,026 11,784 61,963 24,839 119.612

Net assets,endof year S 24.920 10,762 56,486 26,234 118,402
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CITY OF BOSTON,MASSACHUSETTS

State-BostonRetirement System

RequiredSupplementaryInformation
(Unaudited)

(Dollar amountsin thousands)

Scheduleof FundingProgress

Actuarial UAAL asa
Actuarial Actuarial accrued Unfunded Funded percentageof
valuation value of liability AAL (UAAL) ratio Covered coveredpayroll

date assets(a) (AAL) (b) (b - a) (aTh) payroll (c) ((b-a)/c)

01/01/02 $ 3,376,000 4,861,000 1485,000 69.5% $ 1,057,000 140.5%
01/01/01 3,212,000 4,257,000 1,045,000 75.5% 990,000 105.6%
01/01/00 2,980,000 4,10i,000 1,121,000 72.7% 943,000 118.9%
01/01/99 2.772,000 3,793,000 1,021,000 73.1% 803,000 127.1%
01/01/98 2,411,000 3,6I4,O00~~ 1,203,000 66.7% 768,000 156.6%
01/01/97 2,062,000 3,173,000 1,111,000 65.096 735,000 151.2%
01/01/96 1,834,000 2,940,000 1,106,000 62.4% 777,000 142.3%

~ Futurecostof living increasesassumedby the City.

Sgk4i.tl.~g[Emloyers’ ContributjQp~

Annual
required Percentage

contribution contributed

Year ended December 31:
2001 $ 149,820 100%
2000 143,944 100
1999 147,138 100
1998 137,866 100
1997 133,524 100
1996 125,980 100

Notesto Schedules

Additional informationasof the latestactuarialvaluation follows:

Valuationdate January1, 2002

Actuarial costmethod Individual entryagenormal

Amortizationmethod Paymentincreaseat 3.5%per year

Remainingamortizationperiod 18 years(for original unfunded)

Assetvaluationmethod Five-yearsmoothingof investmentretunn
greater(less)thanexpected

Actuarialassumptions:
Investmentrateof return 8.0%
Projectedsalaryincreases 5.5%
Inflation rate 5.0%
Cost-of-living adjustments 3.0% on first $12,000of retirementincome
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City of Boston Massachusetts

GENERAL FUND

The general fund is the operating fund of the City. It is usedto accountfor all revenues,expenditures
and otherfinancialresourcesexceptthoserequiredto be accountedfor in otherfunds.



City of Boston, Massachusetts

Exhibit A-i

GENERALFUND
ComparativeBalanceSheet

June30, 2002 and2001
(in thousands)

2001

ASSETS

Cashandinvestments $ 482,419 $ 415,294
Restrictedcashandinvestments 16.008 16,280

Receivables:
Propertytaxes 37,555 78.421
Motor vehicle!boatexcise 56,456 9,498
Intergovernmental 78,215 70,253
Departmentalandother 34,849 2,621
Taxtitle andpossession 86,241 _______________

Total receivables 293,116 160,793
Allowance:

Tax title andpossession (86,241) -

Motor vehicleI boatexcise (56,456) -

Other (23,233) _______________

Totalallowances (165,930) -

Net Receivable 127,386 160,793
Due fromotherhinds - 60,628
Duefromcomponentunits 19,250 l 57,200

Total assets $ 645,063 $ 810,195

LIABILITIES

Warrantsand accountspayable $ 41,940 $ 107,471
Accruedliabilities:

Tax abatementrefunds 25,022 90,600
Judgementsandclaims 10,000 -

Sickandvacation 20,000 17,000
Other 86,499 69,660

Doe tootherhinds 727 4,420
Duetocomponentunits 108 -

Deferredrevenue 58,237 254,146
Maturedinterestandbondspayable — 422 438

Total liabilities 242,954 543,735

FUNDBALANCE

Reservedfor
Encumbrances 20,262 38,169
Debt service - 16,280

Unreserved:
Designatedfor subsequentyearexpenditures 36,000 30,000
Undesignated 345,847 182,011

Total fundbalance 402,]09 266,460

Total liabilities and fund balance $ 645,063 $ 810,195
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ExhibitA-2

GENERALFUND
ComparativeStatementof Revenues,ExpendituresandChangesin FundBalance

YearsEndedJune30,2002 and2001
(in thousands)

2002 2441
REVENUES:
Local:

Realandpersonalpropenytaxes,net $ 990,848 $ 874,868
Excises 111,114 72,645
Paymentsin lieu of taxes 36,332 72,720
Pines 60,601 57,840
Investmentincome 14,596 26,289
Licensesandpermits 33,325 36,795
Departmentalandotherrevenue 62,200 58,306

Total local revenues 1,309,016 1,199,463
Intergovernmental:

Commonwealth 492,299 493,278
Total intergovernmentalrevenues 492,299 493.278
Totalrevenues 1,801,315 1.692,741

EXPENDITURES:
Current:

Generalgovernment 77,019 67,913
Human services 6,434 - 5,464
Public safety 405,844 373,362
Public works 74,651 77,241
Propertyanddevelopment 48,774 41,300
Parksand recreation 16,230 15,547
Library 28,695 30,360
Schools 627,653 611,368
PublicHealthPrograms 64,537 62,476
County 4,537 6,030
Judgmentsandclaims 2,724 5,011
Retirementcosts 82,034 84,970
Otheremployeebenefits 107,701 90,501
Stateanddistrict assessments 67,769 66,788
Capitaloutlays 5,177 4,057
Debt service 115,366 123,977

Total expenditures 1735,345 1,666.365
Excess 66,170 26,376

OTHER FINANCING SOURCES (USES):
Operatingtransfers in 1,778 1,678
Transfersfrom componentunit - 17.706

Total otherfinancing (uses)sources 1,778 — 19,384
Excessof revenuesandotherfinancing
sourcesoverexpendituresandotherfinancinguses 67,948 —— 45,760

Fundhalance,beginningof year, aspreviouslyreported 266,460 220,700

Cumulativechangein accountingprinciple 67,701 -

Fundbalance,beginningof year,asresoled 334.161 220,700

Fundbalance,endof year 402,109 $ . 266,460
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ExhibitA-3

GENERALFUND
Scheduleof RevenuesandOtherFinancingSourcesComparedto Budget(BudgetaryBasis)

YearEndedJune30, 2002

(in thousands)
(with comparativeactualamountsfor 2001)

2002
Variáneé

Original Final Favorable 2001
Classification Ru4g~ Budget Actual (Utsfavoçg~g) Acti~al

PROPERTYTAXES o
Real andPersonalPropertyTaxes $ 925,937 925,937 926,336 $ 399 $ 874,013

Revenueclasstotal 925937 925,937 — 926,336 399 — 874,013 0

MOTOR VEHICLE EXCiSE

Motor VehicleExcise- Current 40,325 42,225 25,162 (17,063) 43,292
Motor VehicleExcise- Prior Years - - 17,602 17,602 (1,471)
Boat Excise- CurrentandPrior Years - l2 12 _____________

Revenueclasstotal 40,325 42,225 42,776 551 — 41,822

OTHEREXCISETAXES

Hotel / Motel RoomExcise 22,000 22,000 20,976 (1,024) 15,000
Aircraft Fuel Excise 14,300 14,300 16,221 1,921 15,279
Condominiumcony.Excise 395 395 672 277 556
CountyDeedsExciseFsind - - - (II)
Urban RcdevelopmentCh.121A 28,700 28,700 31,659 — 2.959 — 32,827

Revenueclasstotal 65,395 65,395 69,528 4,133 63,652

COMMONWEALTH OFMASSAChUSETTS

StateOwnedLands 321 321 998 677 -

Exemption- Elderly 508 508 - (508) -

Exemption- Other 453 453 531 78 -

Exemption- Blind 28 28 - (28) -

Lottery 63.492 63,492 63,492 - 70,978
Highways- Local Aid 209 209 209 - 837
VeteransServices- Local Aid 804 804 844 40 168
Pensions- RetiredTeachers 45,295 45,295 45,341 46 41.393
Additional Assitanee 206,638 206,638 206,638 - 206,638
PoliceCareerIncentive 6,318 6,318 6,460 142 -

Local Shareof RacingTaxes 416 416 489 73 594
SchoolConstruction-State 17,146 17,146 17,129 (17) 20,199
CharterSchoolReimbursement 8,251 8,251 8,249 (2) 7,510
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Exhibit A-3 (continued)

GENERALFUN1)
Scheduleof RevenuesandOtherFinancingSotircesComparedto Budget(BudgetaryBasis)

YearEndedJune30, 2002

(in thousands)(with comparativeactual amountsfor 2001)

2002
Variance

Original Final Favorable 2001
Classification Budggt 4g~1 (UnfavQra!~j~ Actual

CharterSchoolsTuition - - (26,544) (26,544) (21892)
Chapter70 EducationAid 178,411 178,411 205,644 27,233 197,517
SchoolTransporationPrograms 20,544 20,544 10,357 (10.187) 6
Tuition For StateWards 1,618 1,618 . 1,619 1 1,221

Revenueclasstotal 5~ö,4~7’ - 550,452 541,456 (8,996) 525,169

DEPARTMENTAL & OTHERREVENUE

Penalties& Interest- PropertyTaxes 1,625 1,625 1,672 47 1,389
Penalties& Interest- Motor Vehicle 2,850 2,850 2,852 2 2,741
Penalties& Interest- Tax Title 4,000 4.000 3,545 (455) ~, 889
Penalties& Interest- StreetAssessments - - I I 6
UnapportionedAssessmenis 5 5 6 1 -

StreetsPaid in Advance - - - -

UnapportionedStreetAssessments 5 5 - (5) (8)
PurchasingServices 12 12 8 (4) 19
RegistryDivision Fees 850 850 1,005 155 1,012
City RecordPuhlications 12 12 7 (5) 9
AssessingFees 30 30 26 (4) 22
Liens 700 700 881 181 745
Cily ClerkFees 480 480 777 297 . 560

Sakof Et;ttiptnent 35 35 24 (II) 20
Electioti Fees 338 338 390 52 12
Muni MedicaidReimbursement 12,000 12,000 16,571 4,571 18,929
City Council Fees I 1 2 1 1
PassportExecutionFees 25 25 37 12 7
EnvironmentFees 70 70 51 (19) 51
PoliceServices 475 475 476 1 462
PoliceFitness& WellnessFees 1 1 21 20 12
Fire Services 2,825 2,825 3,254 429 2,974
Fire Depurtment-Misc 5 5 16 II 20
ParkingFacilities 1,250 1,250 1,988 738 2,222
Street,SidewalkandCurb Repairs 2,500 2,500 2,561 61 2,068
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GENERALF’UNJ)
Scheduleof RevenuesandOtherFinancingSourcesComparedto Budget(BudgetaryBasis)

YearEndedJune30, 2002
(in thousands)

(with comparativeactualamountsfor 2001)

2002
Variance

Original Final Favorable 2001
Classification Budget BudEe! Actual (Unfavorable) Actual

Demolition of AbandonedStructures 50 50 61 11 205 2
PropertyMgmt - BuildingRents - - 3 . -

CfH CoffeeShop 8th Floor 5 5 6 1 7 0
C/H WalkerAssociates 3 3 3 -

NewChardonSt.C.O.M 85 85 98 13 104
JobTylers 29 29 29 - 29
Greetingsfrom Boston 10 10 10 - 10 B,
InternationalNews 22 22 22 - 22 P
u.s.r.s 17 17 17 - 17
BrearleyCollection 17 17 19 2 19 0)
Boston Creamery 20 20 19 (1) 27
HeritageShop 25 25 35 10 33
RedBarn CoffeeHouse 25 25 32 7 32
Stampof Approval 9 9 9 - 9 C
Out of Left Field 25 25 33 8 33
Local Color Inc 25 25 38 13 32
DND OtherRevenue 150 ISO 108 (42) -

SpecialEvents- Fancuil I-tall 20 20 14 (6) 48
SpecialEvents- City Hall 20 20 43 23 35
OtherRevenues- PublicFacilities - - - - 88
Utility Reimbursement 10 10 30 20 40
MiscellaneousPropertyManagement 5 5 (5) -

SLFurnitureProgramFixedFees . - - 500 500 -

St.FurnitureProgramAdm Fees - - 4 4 -

Concessions-Parks& Rents 2 2 - (2) -

Misc - Parks - - 3 3 -

VeteransServices - - 650 650 658
Fiber OpticsAccessFees 1,600 1,600 290 (1,310) 2,793
Public Works- OtherCharges 3 3 562 559 761
TransportationDept. - RecycledAutos 5 . 5 - (5) -

Tuition andTransportation- Schools 550 550 689 139 424
MiscellaneousReceipts- Schools . 5 5 18 13 7
Library Fees 175 175 101 (74) 71
Libraryof Last Recourse - - - - 2,367
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GENERAL FUND
Scheduleof RevenuesandOtherFinancingSourcesComparedto Budget(BudgetaryBasis)

Year EndedJune30, 2002
(in thousands)

(with comparativeactualamountsfor 2001)

2002
Variance

Original Final Favorable 2001
Classification Bu4ggj fl~~~jgg~ Actual (Unfavorablcj Actual

Registryof DeedsFees - - 3 3 -

Cobralselfpay 700 700 951 251 716
TelephoneCutnmissions- RealProperty 60 60 23 (37) 87
InsuraneeProceeds - - 184 184 1,002
City Workers’Cump. Reimbursement 1,050 1,050 4,096 3,046 733
MiscellaneousLaw 2 2 30 28 6
Affirmative RecoveryUnit 800 800 1,359 559 382
SpecialProsecutorsOffice 27 27 44 17 13
FringeReimbursements 10 10 128 118 2
Pensionsand Annuities 2,015 2,015 2,197 182 2,701
IndirectCostsReimbursement 3,250 3,250 1,257 (1,993) 423
PrivateDetailPayroll - - 153 153 (2,175)
Fire DepartmentSpecialDetail - - - - (250)
PropertyManagementDetailPayroll - - - - 30
AR ‘fellers AdjustmentAccount - - 1 1 -

Sstffolk CountyDetail - - - - 56
Prior YearReimbursements 4,771 4,771 7,651 2,880 2,490
OtherGeneralServices 3 3 53 50 28
MiscellaneousRefunds - - 204 204 (123)
MiscellaneousCollections 15 15 223 2(18 (4811
Child SupportReimbursement 35 35 49 14 54
Mayor’s Office - - - - -

Miscellaneous- Treasury 50 50 1,442 1,392 59
PoliceDetail Admin. Fee 2,250 2,250 2,256 6 2,074
PropertyMgmt - Detail Admin Fees 7 7 7
Fire-AdministrativeFees 275 275 263 (12) 224
ParksandRecreaiion10%Admin Fee 2 2 - (2)
Suffolk County 10% Admin Fee 3 . 3 .i —— (11 2

Revenueclasstotal 48,331 48,331 62,193 13,862 53,100

FINES

ParkingFines 56,300 56,300 21,514 (34,786) 19,591
Mail Collectionof Parkingfines - 35,010 35,010 35,918
SuperiorCriminal Court 1 1 - (1)
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GENERALFUND
Scheduleof RevenuesandOtherFinancingSourcesComparedto Budget(BudgetaryBasis)

YearEndedJune30, 2002
(in thousands)

(with comparativeactualamountsfor 2001)

2002
Variance

Original . Final Favorable 2001
Classification Budget Budget Actual (Unfavorable) Actual

MunicipalCriminal Court 20 20 12 (8) 16
Bicycle Fines- Muni Criminal - . - 4 4 -

Municipal Civil Court 1,500 2,239 3,449 1,210 3,452
EastBostonDistrict Court 25 25 32 7 233
Brighton District Court 23 23 12 (11) 9
CharlestuwnDistrict Court 1 1 1 - 1
DorchesterDistrict Court 15 IS 13 (2) 15
RoxburyDistrict Court 9 9 8 (I) 10
SouthBostonDistrict Court IS 15 14 (1) 13
WestRuxbury District Court 8 8 8 - . 8
ISD-Fincs 3 3 77 74 2
ISD - Boardof Appeals 1 1 1 - 2
CodeEnforcement 350 350 504 154 - 498

Revenueclasstotal 38,271 59,010 — ~0,659 1,649 59,769

PAYMENTS IN LIEU OFTAXES ~

BostonCollege 212 212 212 - . 205
NewEnglandDeaconessHospital 84 84 42 (42) 42
NewEnglandMedicalCenterHospital 625 625 752 127 667
Buston SymphonyOrchestra 35 35 36 1 34
OldCityl-lall 635 635 740 105 663
BostonUniversity 3,158 3,158 3,167 9 5,254
MassPort Authority 4,249 7,055 7,306 251 . 11,423
Misc PILOTS - - 15 13 -

Saleof Property- SpecialTaxes 115 115 546 431 384
BerkeleySchool 176 176 175 (1) 162
Trimount Foundation 15 iS 15 - 15
Harvard Community ItealthPlan 217 2)7 217 - 39
MassGeneralHospital 1,741 1,741 1,655 (86) 1,808
HarvardUniversity 1,347 1,347 1,479 132 1,431
Suffolk University 174 174 235 61 102
SimmonsCollege 15 15 15 - 15
NortheasternUniversity 140 140 136 (4) 138
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GENERAL FUND
Scheduleof RevenuesandOtherFinancingSourcesComparedto Budget(BudgetaryBasis)

YearEndedJune30, 2002
(in thousands)

(with comparativeactualamountsfor 2001)

2002
Vidai~

Original Final Favorable 2001
ClassifIcation BudEet Budget Actual (Unfavora~gj ______

NorthEndCommHealthCenter 56 56 - (56) 56
New EnglandSchoolof Law 13 13 13 - 13
BrighamandWomen’sHospital 788 788 788 - 7tl6
E.D.I.C 396 396 329 (67) 314
TuftsUniversity 18 18 17 (1) 17 C)
Section2CExemptToTable 100 100 364 264 467
BostonMedical Center 67 67 102 35 132
Museumof Fine Arts 45 45 43 (2) 40
Children’sHospital 250 250 123 (127) 94

Showa 87 87 81 - 87 Cl)
WentworthInstitute 2 2 2 - 2

a’ Emerson 23 23 23 - 22
SpattldingRehabilitationHospital 55 55 52 (3) 59

MASCO 13 73 37 (36) 71
Beth IsraelHospital 125 125 125 - 125
MassachusettsMentalhealthProgram 29 29 (29) 41 a
E.O.C.D 12 12 12 81
Bay CoveHumanServices 12 12 10 (2) 10

Dnmieilia 4 4 4 - 3
NobleSchool 12 12 12 14
Wang 25 25 (25)
DanaFarber 73 73 73 71
MassCollegeofPharrtsacy 101 101 51 (50) 98
BostonI-lousingAuthority 550 550 390 (160) 742
MetroHealthFoundation . 9 9 9 - 3
Marriott CustomHouseTower 260 260 207 (53) 295
PrudentialInsuranceCo - - . 513 50 341
JamaicaTowerandTownhouse 72 72 - (72) -

BuseBoston(AcademyHomes) - - 25 25 41
Back Bay ManorApartments,Inc - - - - 55
St. JosephCommunityinc 3 3 - (3) 7
CamficldGardensLTD 14 14 - (14) 10
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GENERAL FUND
Scheduleof RevenuesandOtherFinancingSourcesComparedto Budget(BudgetaryBasis)

YearEndedJune30, 2002
(in thousands)

(with comparativeactualamuuntsfor 2001)
2002

Variance

Original Final Favorable 2001
Classification Bu4gç~ Bu4grt Actai~ (Unfavorable) Actual

JewishComm. HousingElderlyJoe 91 91 121 30 96 9
RoxseHomes,Inc 16 16 - (16) -

Charlesview,lnc - - 13 13 - 0
OneBeaconStreet 2,221 2,221 3,120 899 2,811 ~‘ I
TaiTungVillage - - 116 116 -

MassPikeTowers - - 95 95 - CR
JewishComm.HousingElderly IT 99 99 128 29 107
NewcastleAssociates 31 3! 29 (2) 28

a’ SummerStreetRealtyCorp 209 209 1,646 1,437 1,614
RockinghamGlenAssociates 22 22 24 2 19 0)
ChauncyHouseCompany 10 10 14 4 27
TettantsDevelopmentCorp 133 133 - (133) - 0)
Viviendas Associates 107 107 - (107) 102 a
ConcordHouseAssociates - - 7 7 -

MercantileWharfAssociates 53 53 71 18 64 CO I
QuineyTowerAssociates 87 87 77 (10) . 80
FranklinParkAssociates 77 77 60 (17) 75 rn
GardnerApartmentsAssociates I I I - I
JamaicaPlain Associates 3 3 5 2 1
Allied StoresGen.Re. Corp 459 459 1,068 609 1,181
ConwayCourtAssociates 5 5 3 (2) 4
Jewish Comm. HousingElderly ill 60 60 96 36 52
Mission Park Corp 5 5 - (5). 7
Woodbury Cunard Associates I 1 - (1) -

Med ical Area Total Energy 2,500 2,300 2,766 266 2,773
Madison Park III Associates 130 130 120 (10) 119
Victory Gardens Associates - 5 5
ReservoirTowersAssociates 263 263 438 175 212
I3uwdoin School Associates 8 8 42 34
BorinquenAssociates 10 10 20 10 7
AusdntaHomesAssociates 4 4 212 208 180
HaynesHouseAssociates 3 3 3 - -

MadisonParkIV Associates 133 133 143 10 118
CottageBrook Associates 59 59 53 (6) 59
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Exhibit A-3 (continued)

GENERAL FUND
Scheduleof RevenuesandOtherFinancingSourcesComparedto Budget(BudgetaryBasis)

YearEndedJune30, 2002
(in thousands)

(with comparativeactual amountsfor 2001)

2002
Variance

Original Final Favorable 2001
Classification ______ Bu4gg~ Actual (Unfavq~~~e Actua!

latervale- MagnoliaAssociates 48 48 32 (16) 35
WoudledgeAssociates 71 11 45 (26) 53
WoodbourneCommunityHousingCorp 2 2 2 - I
School House‘77 Associates 40 40 36 (4) 34
PeterboroughHouseAssociates 205 205 412 207 86 C)
DorchesterGreenLP 10 10 (7) (47) 7 C.
MasonPlaceCompany 42 42 87 75 - o
KeystoneApartmentsCo 216 216 220 4 204
StearnsCotopany 3 3 45 42 -

BlakeEstatesAssociates 185 185 183 (2) 179 CR
lmmnhiliarc NewEngland - - - - 63 8
Serviccnter,Inc 14 14 - (14) 6
TaurusAt Fountain Hill 73 73 70 (3) 68
MarcusGarveyAssociates 80 80 - (811.1 - 03
St. Botolph Terrace 18 18 II (7) 13
FieldstoneAssociates 5 5 - (5) 8 03
HemenwayApt. Co 80 80 76 (4) 68 a
BlakeEstatesAssociatesII 80 80 89 9 ‘19 C
Back tlill Comm.Devel. Associates 66 66 68 2 60
BostonRehabAssociates 2 2 15 13 18
Patriot HoldingLP 37 37 422 385 - UI
CasaMariaHousingCorp - - 4 4 5
SavinHill ApartmentsCo 132 132 132 - 128
Wait StreetAssociates 103 103 183 80 -

AdamsandTempletonAssociates 60 60 2 (58) 55
B’nai B’rith SeniorCitizensHousing 140 140 173 33 132
Brighton AllstonElderly Home 42 42 35 (7) 37
BradfordTowersAssociates 260 160 174 14 185
SarahBakerManorAssociates 33 33 24 (9) 21
ErankieODayCorp 2 2 I (1)
OnLuck HousingDevel.Inc 12 12 7 (5) 8
GovernorApt. Associates 92 92 114 22 93
DorchesterHousingAssociates 83 83 95 12 97
CharlesH FarnsworthHousingCorp 50 50 48 (2) 41

(continued)



Exhibit A-3 (continued)

&ENERAL FUND
Scheduleof Revenuesand OtherFinancingSourcesComparedto Budget(BudgetaryBasis)

YearEndedJune30,2002
(in thousands)

(withcomparativeactualamountsfor 2001)

2002

Variance
Original Final Favorable 2001

Classification Budget Budget Actual ffj!favorahle) Actual

ETCDevelopmentCorp 125 125 315 190 III g
RHC andAssociates 53 53 47 (6) 47
Mt. PleasantAssociates 120 120 98 (22) 143 o
AngelaWcstuverHousingCorp 13 13 11 (2) 10
Oxford PlaceAssociates 42 42 37 (5) 38 W
EastCantonStreetAssociates 50 50 32 (18) 39
RogersonBeaconAssociates 73 73 96 23 74 8
AcademyHomesUrban Edge LP - - 1 1 - P
Greyhound AssociatesLP - - 500 500 -

AbbeyLandmarkOwnerLP - 718 718 -

OrchardParkOil Site PhaseI - 31 31 -

Mission Main - - 10 10 - 03
CommonwealthFlatsHotel LP - - 150 150 308 a
Misc Chapter121ASection 6A - - I 1 950 C
Dimock-BragdonAssociates 37 37 64 27 -

Council of Elders 76 76 1 (75) 17
City SquareElderlyilousing 50 50 27 (23) 26 CA
BostonGardenCorporation 310 310 189 (121) 301
Marriott CustomHouseTower - - - - -

A1!ston LandingLP - - - . I
CommonwealthFlatsDevelop.EastLP 164 164 867 703
CommonwealthFlatsDevelopment - - 145 145 -

MadisonTrinity LP - - 7 7 4
Revenueclasstotal 26,281 29,087 36,332 7,245 39,994

INVESTMENT INCOME

Intereston Investments 15,550 15,550 14,801 — (749) 26,084
Revenueclasstotal 15,550 — 15,550 14,801 (749) — 26,084

LICENSES AND PERMITS

BuildingStructuresandPermits 14,000 14,000 19,055 5,053 27,192
WeightsandMeasures 150 150 162 12 176

(continued)



Exhibit A-3 (continued)

GENERALFUND
Scheduleof Revenuesand Other Financing SourcesComparedto Budget(BudgetaryBasis)

Year Ended June 30, 2002
(in thousands)

(with comparativeactualatnountsfor 2001)

2002

Classification
Original
Budget

Final
Budget Actual

Variance
Favorable

L!Jnfavo~Ne
2901

Actual

StreetandCurb Permits 1,400 1,400 1,604 204 1,352
Pre-rentalInspections 73 73 52 (21) 67
Misc Charges-lnspcctionalServices 12 12 19 7 13
?ublicSafety-InspectionalServices 40 40 79 39
HealthInspections 2100 1,100 1,116 16 1,065
Alcoholic BeveragesandLicenses 2,325 2,325 2,303 (22) 2,307
EntertainmentLicenses 425 425 503 78 483
PoliceandProtectivePermits 425 425 425 547
Professional& OccupationalLiceoscs 70 70 78 8 70
PoliceFirearmPermits 25 25 29 4 27
OcherBusinessLicensesand Permits 850 850 990 440 1,001
CableTelevision 2,850 2,850 3,236 386 3,418
Burial Permits

Revenueclasstotal
70 —

23,815
70

23,815 -

-

29,651
. 90)

5,836
62

37,824

TRANSFERSAND OTHER AVAILABLE FUNDS
SurplusPropertyFund 1,876 1,876 - (I .876)
AppropriatedCemeteryTrustee 1,778 1,778 1,778 - 1,678
AppropriatedParkingMeterReceipts

Revenueclasstotal
10,000
13,654

- 10,000
13,654

2,790
4,568

(7,210) —

(9,086) .

6,677

- 8,355

p
‘-I.

Sc
2~
to0
(11
0

03
CR(00)C)
C
(AS
CI)

Total RevenuesandOtherFinancingSources $ . 1,768,011$ 1,773,456 $ 1,788,300 $ 14,844 $ 1,729,781



Exhibit A-4

GENERAL FUND
Scheduleof ExpendituresComparedto Budget(BudgetaryBasis)

YearEndedJune30, 2002
(in thousands)

(with comparativeactualamountsfor 2001)

2002
Variance

Original Final Fa’rnrable 2001
— Budget Budget - Actual (Unlavo!able) Actual C’)

GENERAL GOVERNMENT 0

Costsoflssuanee-RANS $ SOD 251 231 $ 20 $ 202
Annual Audit Costs 600 600 501 99 600

Mayor’s Office 1,874 1,784 1,754 30 1,875 0
City Council 3,931 3,585 3,534 51 . 3,333 P
Officeof New Bostonians 78 103 102 1 40

ConsumerAffairs and Licensing 480 480 434 46 398
Officeof Community Partnerships 1,628 1,584 1,577 7 1,583 (A
Boston2 toó 567 507 485 22. 557
ElectionDepartmeot- Election Division 2,846 2,645 2,507 38 2,650
ElectionDepartment- ListingBoard 517 198 177 21 227 Ut
Auditing Department 6,317 7,952 7,947 5 3,622 2.
TaxpayerReferralDepartment& Asst. Cntr 439 439 418 21 412 (A
AssessingDepartment 5,305 5,305 5.260 45 5,656
TreasuryDepartment- CollectingDivision 2,171 2,185 2,072 113 1,881
TreasuryDepartment-TreasuryDivision 1,831 1,817 1,752 65 1,585
Office of BudgetManagement 2,319 2,639 2,639 2,632
HumanResources 2,390 2,282 2,217 65 2,236
Purchasingflivision 1,299 1,267 1,250 17 1,182
Office of Chief Operating Officer 988 889 884 5 782

GraphicArts 1.683 1,626 1,583 43 1,440
Office LaborRelations 908 897 884 13 888
Managementlnfnrmation System 11,046 10,244 10,175 69 10,779

IntergovernmentalRelations 994 924 894 30 878
Minority/Women’sBusiness 662 662 648 14 5812
Office of BostonResidentsJobPolicy 469 469 459 10 437
Risk RetentionReserve 1,000 1,000 1,000 - 1,000
Law Department 5,131 5,099 5,057 42 4,860
City Clerk 893 893 864 29 840

(continued)



Exhibit A-4 (continued)

GENERALFUND
Scheduleof ExpendiiuresComparedto Budget(BudgetaryBasis)

YearEndedJune30, 2002
(in thousands)

(with comparativeactualamountsfor 2001)

2002
Variance

Original Final Favorahle 2001
Bu~gct Budget Actual (Unfavorable) Actual

RegistryDivision 896 845 828 17 814
ManagementFund - - - - 225
FinanceCommission 192 192 184 8 183
Officeof Civil Rights 434 335 293 42 351
EmergencyShelterCommission 600 600 584 46 624
Public Information 887 887 822 65 799

NeighborhoodServices 1,115 1,043 1,031 12 1,005
SpecialEventsandTourism 1,270 1,220 1,191 29 1,573
Women’s Commission 166 166 152 14 160

Officeof CulturalAffairs 1,101 1,024 1,012 12 1,025
.TrcgorReservêPund - 1,000 1,000 - 1.282
ReserveFor CollectiveBargaining 1,005 415 6,200 (5,785) 12,500

Function total 66,532 66,053 70,702 (4,649) 73,696

HUMAN SERVICES

Rental I-lousing ResourceCenter 744 653 646 7 666

Elderly Commission 2,824 2,769 2,758 11 2,596
VeteransServicesDepartment 2,371 2,994 2,994 - 2,336

Function total — 5,939 6,416 — 6,398 — 18 5,598

PUBf~fCSAFETY

PoliceDepartment 219,254 219,549 219,549 - 214,286
Fire Department 132,098 132,098 134,625 (2,527) 116,859
Transportation- Traffic Division 19.390 19,239 19,239 - 19.060
Transportation- ParkingClerk 9,778 9,477 9,451 26 9,122
LicensingBoard 591 591 582 9 606
InspcctionalServicesDepartment . 13,307 13,064 12,960 104 12,724
Youth Fund 6,409 — 8,744 8,744 - 8,618

Functiontntat 400,827 402,762 405,150 (2,388) 384,275
(continued)



Exhibit A-4 (continued)

GENERALFUND
Scheduleof ExpendituresComparedto Budget(BudgetaryBasis)

YearEndedJune30, 2002
(its thuusands)

(with comparativeactualamountsfor 2001)

2002

Original Final
Budg~ Budget Actual

Variance
Favorable

(Unfavorable)
2001

- Actual

PUBLiC WORKS

C)
‘C

PROPERTY AND DEVELOPMENT

PARKS AND RECREATION

16,366 15,594 - 15,594 -

39,202 40,636 — 41,630 (994)

Library Department
Futtetiontotal

28,702 28,813 28,813
28,7d2 28,813 — 28,813

29,981
29,981

(continued)

-J
N)

Public Works Department

CentralMaintenanceFacility
Stiow Removal

Functiontotal

65,660
2.076
4,462

72.198

17,963
4,873

68,715
1.807
4,462

74,984

17,963
7,079

0
-k

PropertyManagement
NeighborhoodDevelopment
BostonRedevelopmentAuthoiity
SupportDivision
BostonCommunityCenters

Functiontotal

68,701
1,719
4,413

74,833

18,957
7,079

14
88
49

151

(994)

65,531

1,931
10,582
78,044

17,796
7,047

725
13,000
14,955
53,523

Parks andRecreation Department . 13,093 13,415 13,415 - 12,721
EnvironmentDepartment 981 981 981 - 938
CemeteryDivision 1,778 1,778 1,675 103 1,603

Functiontotal — 15,852 16,174 16,07! 103 15,262

LIBRARY



ExhibitA-4 (continued)

fENERAL FUND
Scheduleuf ExpendituresComparedto Budget(BudgetaryBasis)

Year Ended June 30, 2002
(in thousands)

(with comparativeactual amountsfor 2001)

_____________ 2002
Variance

SCHOOLS

(Jdginal
Budget

Final
Ru4ggt Actual

Favorable 2001
(IJnfavorahle) Actual

BostonPublic Schools
Function total

PUBLIC HEALTH

637,446 639,729 639,710 19 611,925637,446 639,729 639,710 — 19 611,925

Public HealthCommission
Functiontotal

COUNTY

62,913 64,005 64,005
62,913 — 64,005 64,005

62,141

62. 141

Suffolk CountyJail
Functiontotal

JUDGMENTS AND CLAIMS

Executionof Courts
Functiontotal

OTHER EMPLOYEEBENEFITS
MedicarePayments
human Resourees-UealtbInsurance

Health Benefits & Insurance
Unemployment Compensation
Workers’ CompensationFund

Functiontotal

4,537 4,537 — __~4~2._ .~ 6,030
4,537 4,537 . 4,537 - 6,030

429,745
5,665

300
135,710

129,745
5,663

300
135,710

129,745
5,665

300

135,710

127,475
5,800

500

133.775
(continued)

— 4,100 4,100 5,000
-

(900) 2,008
4,100 4,100 — 5,000 (900) 2,008

3,500 . 3,500 3,952 (452) 3,238
520 520 497 23 -

100,732 99,261 99.261 - 87,712
50 5 5 - 12

3,400 3,400 3,758 (358) 4,t70
108,202 106,686 —- 107,473 (787) 95,132

PENSION COSTS
State- BostonRetirementSystem
Pensionsand Annuities- City
Pensionsand Annuities - County

Function total



Exhibit A-4 (continued)

GENERALFUND
Scheduleof ExpendituresComparedto Budget(BudgetaryBasis)

YearEnded June 30, 2002
(in thousands)

(with cumparativeactualamountsfor 2001)

2002

Original
Budget

Final
Budgçt Actual

Variance

Favorable
(Unfavorable)

2001

Actual

DEBT REQUiREMENTS

C)
‘C

-aa

Redemptionof City Loans 77,241 77,241 77,233 8 69,854
City DebtandInterestPayments 36,515 35,515 36,515 - 35,545
Intereston TemporaryNotes 3,000 . - -

MWPAT Principal 439 439 439 - 180
MWPAT Interest 145 145 145 - 399
BAN Interest 1,000 1,000 1,000 -

Functiontotal — 118,340 1 15,340 115,332 , S 105,978

STATE & DISTRICT ASSESSMENTS
Health lnsuraocelketirement 580 580 580 - 604
Parking Surcharge 2,882 2,882 3,003 (121) 2,882
Mosquito Control Projects 187 187 187 - 175
SpecialEducationChapter766 520 520 486 34 486
Mct+opolitanAir PollutiOn Center 143 143 143 . 134

MetropolitanAreaPlanning 142 142 142 - 139
M.B.T.A. Assessments 63,046 63,046 63,046 - 62,227
SchoolChoice . - . .- 171 ~ryn 129
M.D.C. Assessments

Function total

11

67,511
11

67,511
— 11

67,769
-

(258)
II

66,788

a
a,
0‘Jl
1*
0

CO0(A
C)
C
CI,CD
0

TotalExpenditures $ . 1,768.011 $ 1,773,456 $ 1,783,133 $ (9,677) $ 1,721,156



City of Boston, Massachusetts

SPECIAL REVENUE FUND

The Special Revenuefund is usedto accountfor the proceedsof specific revenuesources,other than
debtservice,trust funds or capitalprojectsthat arekgally restrictedfor specific purposes.This fund
accountsfor anumber of federal andstategrantsadministeredby the City’s individual departments.
This. fund providesadditional supportto departmentprogramsandalso accountsfor money that has
beensetaside,generallyby statestatute,thatmaybe usedto supportthe City’s generalfund operations.
This fund is directly linked to a specific activity and is available without further City Council
Appropriation.
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City of Boston, Massachusetts

Exhibit B-i

SPECIAL REVENUE FUND
Comparative Balance Sheet

June30, 2002
(in thousands)

ASSETS

Cashand investments

Receivables(net):
Intergovernmental

Departmentaland other

Total receivables

Due from other funds

Total assets

LIABILITIES

Warrantsand accountspayable

Accruedliabilities:
Other

Dueto otherfunds
Total liabilities

FUND BALANCE

Reservedfor:
Encumbrances and other 44,111 60,231

Unreserved: ~
Undesignated 76,600 53,0II

Total fund balance 120,711 113,242

Total liabilities and fund balance $ 162,589 $ 148,461

Totals
2002 — 2001

$ 106,093 $ 103,877

56,301 27,147
195 13,146

56,496 — 40,293

- 4,291

$162,589 $ 148,461

$ 14,597

27,281

41,878

$ 10,199

21,296
3,724

$ 35,219
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City of Boston, Massachusetts

Exhibit B-2

SPECJAL REVENUE FUND
Comparative Statementof Revenues,Expenditures. and Changesin Fund Balance

YearEnded June 30,2002
(in thousands)

Totals

REVENUES:

Fines
Investmentincome
Licensesandpermits
Departmentalandotherrevenue
Intergovernmentalrevenues

Total revenues

EXPENDITURES:

2002 2001

Currentoperations:

Generalgovernment

Humanservices

Public safety

Public works

Property& development
Parks and recreation
Library
Schools
County
Capitaloutlays
Debt service

Total expenditures
Excess of revenues over expenditures

7,131

5,290

21,888

407
63,081

396
5,261

130,162

104,754

3,894

342,264
3,630

9,312

4,956
20,556

589
69,026

665
1,238

115,580

87,462
3,999
4,321

317,704
43,045

OTHER FINANCINGSOURCES:

Proceedsof long-termnotes
Total otherfinancingsources

Excessof revenuesand other financing

sourcesoverexpenditures

Fundbalance,beginningof year

Fund balance,endof year $

3,839
3,839

7,469 43,045

113,242 70,197

120,711 $ 113,242

$ .44 $
159

252

10,478

334,961
345,894

80,467
280,282

360,749
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City of Boston, Massachusetts

CAPITAL PROJECTS FUND

This fund is usedto accountfor financial resourcesto be used for the acquisition or constructionof
major capital facilities. Such resourcesare derived principally from proceedsof general obligation
bondsand from federalandstategrants. The useof acapita! projectsfund is especiallycommon for
major capital acquisition or construction activities financed through borrowings or contributions.
Unlessthereis a legal requirementto usea capitalprojectsfund, the useof the capitalprojectsfund
type is permittedratherthanrequired.
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City of Boston, Massachusetts

ASSETS

Exhibit C-I

CAPITAL PROJECTS FUND

Comparative Balance Sheet

June 30, 2002

(in thousands)

Totals

2002 — 2001

Cashand investments
Cashandinvestmentsheldby trustees
Due from otherfunds

Total assets

LIABILITIES

Warrantsandaccountspayable . $
Other liabilities

Due to other funds
Due to componentunits

Total liabilities

FUND BALANCE

Reservedfor:

Encumbrancesandother

Futureappropriations

Unreserved:
Undesignated(deficit)

Total fundbalance

Total liabilities andfund balance

$ 80,537 $
3,745

90,976

_____________ 388

$ 84~282 $ 91,364

5,732

1,788

58,026
.732

66,278

112,020 176,212

55,874 -

(93,240) (151,126)

74,654 25.086:
$ 84,282 . 9-1,364

9,593 $

35

9,628
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City of Boston, Massachusetts

Exhibit C-2

CAPITAL PROJECTS FUND
ComparativeStatementof Revenues,Expenditures,aridChangesin FundBalance

YearEndedJune30, 2002

(in thousands)

Totals

2002 2001

REVENUES:
Departmentalandother $ 8,649 $ 23,444

Intergovernmental 13 ~51,609
TotalreveiThes 22,258 75,076

EXPENDITURES:
Capita.Ioutlays 139,593 185,475

Totalexpenditures 139,593 ~

Deficiency of revenues over expenditures (117,335) (110,399)

OTHER FINANCING SOURCES:

Proceedsof long-term debt andcapital leases 170,915 209,719
Payment to escrowageoL - (52,025)

Total other financing sources — 170,915 157,694

SPECIAL ITEM:

Proceedsfrom saleof capita! assets 13,300

Excessof revenuesandotherfinancing
sourcesoverexpendituresandother financing uses 66,880 47,295

Fundbalance(deficit), beginningof year,as previouslyreported 25,086 (22,209)

Cumulativechangein accountingprinciple . (17,312) -

Fund balance(deficit), beginningof year,asrestated 7,774 (22,209)

Fund balance,endof year $ 74,654 $ 25,086

El
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bity of Boston, Massachusetts

OTHER GOVERNMENTAL FUNDS

Other GovernmentalFundsare thosefundsthatare not definedas major funds.

PermanentFund, established by GASBStatement No. 34, the fund is usedto report resourcesthatare
legally restricted to the extentthat only earnings, and not principal, may be usedfor purposesthat
supportthe reportinggovernment’sprograms,thatis, for thebenefitof the governmentor its citizenry.

The permanentfund is composedof thefollowing pools:

Pool#1 is used for the maintenance and improvement of the City’s parks and cemeteriesand the
erection and maintenanceof statuesand monuments for the useand enjoyment of City residents.

Pool#2 is used for scholarshipawards,the purchaseof educationalequipmentandthe aid of needy
students.
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City of Boston, Massachusetts

Exhibit Dl

OTHER GOVERNMENTAL FUNDS
Combining Balance Sheet

June30, 2002

(in thousands)

PermanentFunds Total Other
Pool 1 Pool 2 Governmental Funds —

ASSETS

Cashandinvestmentsheldby trustees $ 43,159 $ 630 $ 43,789
Totalassets $ 43,159 $ 630 $ 43,789

LIABILITIES

w~anLsandaccountspayable $ 16 $ - $ 16
Total liabilities 16 _______________ 16

FUNDBALANCE

Undesignated, reported in permanentfunds 43,143 630 43,773
Totalfund balance 43,143 630 43,773

Total liabilities andfundbalance $ 43,159 S 630 $ 43,789~
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REVENUES:

City of Boston, Massachusetts

Exhibit D-2

OTHER GOVERNMENTAL FUNDS
Combining 5tatement of Revenues,Expenditures

andChangesin FundBalance
YearEndedJune30, 2002

(in thousands)

Investmentincome
Departtnentalandother

Total revenues

Fundbalance,beginningof year 651

Fundbalance,endof year $ 43,143 $ 630 $ 43.773

PermanentFunds TotalOther
Pool 1 Pool 2 — Governmental Funds

S 106 $
1,577

7 $
39

113
1,616

1,683 — 46 1,729

6,217 67 6,284

6,217 67 6,284

(4,534) (21) — (4,555)

EXPENDITURES:

Generalgovernment
Total cxpendiiures

Deficiencyof revenueoverexpenditures

OTHER FINANCING (USES)SOURCES:

Operatingtransfersout
Totalotherfinancing(uses)sources

Deficiencyof revenuesandotherfinancing
sourcesover expenditures andother financing uses

(1,778) _______________

(1,778) -

(6,312) (21)

49,455

(I 778)
(1,778)

(6,333)

50,106
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City of Boston, Massachusetts

INTERNAL SERVICE FUND

Internal ServiceFund accountsfor the City’s self insurance for health benefitsprovided by Blue
Cross/BlueShieldfor City employees,theirdependentsandretirees. TheInternalSen’iceFundis
includedin the governmentalactivitiescolumnsin thegovernment-widestatements.
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City of Boston, Massachusetts

Exhibit E-1

INTERNAL SERVICE FUND

ComparativeStatementofNet Assets
June30, 2002 and 2001

(in thousands)

2002 2001

25$ 22
7,051 10,000
7,076 10,022

ASSETS

$ 12,052 $ 7,714
151 49

727 791
1,606 1,776

14,536 $ 10,330

Cashandcashequivalents
Departmentalandotherreceivables
Duefrom otherfunds
Otherassets

Totalassets

LIABILITIES

Warrantsandaccountspayable $
Accruedliabilities

Total liabilities

NET ASSETS

Unrestricted
Total net assets $

7,460 ____________7,460 $____________
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City of Boston, Massachusetts

Exhibit E-2

INTERNAL SERVICE FUND
ComparativeStatementof Revenues,ExpensesandChangesinNet Assets

Year Ended June 30,2002 and 2001
(in thousands)

REVENUES:
Employercontributions
Employeecontributions
Miscellaneous

Total operatingrevenues

EXPENSES:
Healthbenefitsandadministration

Total operating expenses

Changesin netassets

Net assets(deficit), beginningofyear

Netassetsendof year

2002 2001

$ 53,042 $ 47,660

18,367 16,744
510 — 1,807

71,919 66,211

64,767 60,800
64,767 60,800

7,152 5,411

308 ._ (5,103)

$7,460 $ 308
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City of Boston, Massachusetts

Exhibit £3

INTERNAL SERVICE FUND

ComparativeStatementof CashBows
Year Ended June 30, 2002 and2001

(in thousands)

CashFlows From Operating Activities:
Cashreceivedfrom customers

Other cashreceived
Cash paid to vendors

Net cashprovidedby operatingactivities

2002 . - 2001

Cash and cashequivalents,beginning of year
Cashand cashequivalents,end of year

7,714
12,052

- 4,044
S — 7,714

CashFlows From Operating Activities:

Operating income
Adjustmentsto reconcileoperatingincometo
net cashprovidedby operatingactivities:

Changes in operating assets and liabilities:

Accountsreceivable
Otherassets
Dueto/from otherfunds
Accountspayable

Otheraccruedliabilities
Net cashprovided by operating activities

$ 7,152 $

(38)
170

5,411

52
(583)

(30)

3 22
(2,949) (1,202)

$ 4,338 $ 3,670

$ 71,307 $
510

(67,479)
4,338

63,843
1,807

- (61,980)
3,670
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City of Boston, Massachusetts

FIDUCIARY FUNDS

EMPLOYEE RETIREMENT PLANS

S/ate-BostonRetirementSystemis adefinedbenefitcontributory retirementplan coveringemployees
of the City of Boston and Suffolk County, Boston Public Health Commission, Boston Housing
Authority, Boston RedevelopmentAuthority andtheBoston WaterandSewerCommission.Thesystem
is subjectto benefit provisionsand financing requirementsset forth primarily in Chapter32 of the
MassachusettsGeneralLaws.

BostonRetirementSystemis the independentcontributoryplan systemavailableexclusivelyto City of
Bostonemployeeswhowereemployedprior to October1, 1946.

PRIVATE PURPOSETRUST FUNDS

Establishedby GASB StatementNo. 34, thesefunds areto report resourcesthat are legally restrictedto
theextentthat only earnings,and notprincipal,maybe usedfor purposesthat supportthereporting
government’sprograms,that is, for thebenefit ofthegovernmentor its citizenry.

Pool#1 is usedfor the maintenanceand improvementof the City’s parks and cemeteriesand the
erectionand maintenanceof statuesandmonumentsfor theuseandenjoymentof City residents.

Pool#2 is usedfor scholarshipawards,the purchaseof educationalequipmentand the aid of needy
students.

Pool/IS is formedby thewill of GeorgeR. White datedMay 21, 1920.The will requiresthat theFund’s
incomebe usedfor thecreationof public utility andbeautyfor theuseandenjoymentofthe inhabitants
ofthe City.

Pool#7 is aco-mingledinvestmentfundof variousnon-testamentarytrust funds of the City of Boston.
The non-expendableportionof the fundis composedof donations/contributionsfrom eitherindividuals
or organizations.Donations/contributionsare to beexpendedin conformity with their respectivetrust
instruments.

AGENCY FUND

Law Enforcement Trust Fund accountsfor proceedsfrom property seizedfrom illegal drugrelated
activities. Fundscan be used to defray the costs of protractedinvestigations,to provide technical
equipmentor expertiseandprovidematchingfunds for federalgrants.
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City of Boston, Massachusetts

Exhibit F-I

FIDUCIARY FUNDS

CombiningStatementof FiduciaryNetAssets- Fiduciary Funds

June30, 2002
(in thousands)

~~p~tjy~e Retirement Plans
State-Boston Boston Total
Retirement Retirement Employee

System System Retirement Plans

ASSETS
Cashandinvestments is $

Receivables:
Interestanddividends
Intergovernmental
Other

Total receivables
Duefrom primarygovernment

Capital assets,netof accumulateddepreciation
Total assets

LIABILITIES

Accountspayable $
Refundspayableandother
Notespayable

Total liabilities

NET ASSETS

Held in trust for pensionbenefitsand
other purposes $

$ 3,122,047 $ 3,122,065

6,800 - 6,800

48

66

M,886
71,686

64,823

3,258,556

10,120 $
267,554

64,886
71,686
64,871

3,258,622

10,121
267,554

1$

277,674 - 1 277.675

2,980,882 $ 65 $ 2,980,947
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City of Boston, Massachusetts

Private PurposeTrust Funds

Pool! Pool2 PoolS Pool 7

27,529

104 17 — 106 2,018

104 17 106 2,018

-. - 30 -

19,199 ________________ 24,479 29,547

$ 19,095 $ 427 $ 24,343 $

$ 280 $ 3 $ 127 $ 304

280
. — 127

304

$ 18,919 $ 441 $ 24,352 $ .29,243
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City of Boston, Massachusetts

Exhibit F-i (continued)

FIDUCIARY FUNDS
CombiningStatementof FiduciaryNetAssets- FiduciaryFunds

June 30, 2002
(in thousands)

Total

Private Purpose
TrustFunds

4gçncyjund
Law

Enforcement
Trust Fund

Total

Fiduciaryj’unds

ASSETS

Cashandinvestments $

Receivables:
Interestanddividends
Intergovernmental

Other
Total receivables

Due fromprimarygovernment

Capitalassets,net of accumulateddepreciation
Total assets

2,245
2,245

30
73,669

6,800
0

67,131
73,931
64,871

~30
3,336.451

LIABILITIES

Accountspayable $
Refundspayable andother
Notespayable

Total liabilities

NET ASSETS

10,835
4,160 271,714

714 4,160 282,549

Held in trust for pensionbenefitsand
other purposes $ 72,955 $ - $ 3,053,902

71,394 $ 3,197,6194,160 $

4,160

714 $
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ASSETS

City of Boston, Massachusetts

Exhibit F-2

EMPLOYEE RETIREMENT PLANS
CombiningStatementof PlanNet Assets

June30, 2002
(in thousands)

(with comparativetotalsfor 200])

State-Boston Boston
Retirement Retirement Totals

System System - 2002 2001

Cash
Receivables:

Interestanddividends
Intergovernmental
Other
Duefromother hinds

Total receivables

Investments:
Moneymarket
MMDT
Short-terminvestments
Domesticequityservices
Dumesticdebtservices
Internationalequity
Internationaldebt
Realestate
Venturecapitalfunds

Total Investments

Totalassets

LIABILITIES

Accountspayable
Other

Total liabilities

NETASSETS

Held in trust for pensionbenefitsand
otherpurposes

6,800 - 6,800 7,757
78,824 48 78,872 81,458
50,885 - 50,885 16,057

136,509 48 — 136,557 105,272

1,104,405 - 1,104,405
20,872 - 20,872

110,797 - 110,797

800,553 - 800,553
294,337 - 294,337
342,950 - 342,950
144,352 - 144,352
250,187 - 250,187
53.168 - 53,168

3,121,621 - 3,121,621

$ 3,258,556 $ — 66 $ 3,258,622 $ 3,485,723

10,120 1 10,121 54,497
267,554 - 267,554 252,563

277,674 1 277,675 307,060

$ 2,980,882 $ — — 65 $ 2,980,947 $ 3,178.663

$ 426 $ 18 S 444 $ 376

1,225,282
25,578
88,697

913,041
268,852
502,997

60,048
242,985
52,595

3,380,075
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City of Boston, Massachusetts

Exhibit F-3

EMPLOYEE RETIREMENT PLANS
Combining Statementof Changesin Plan NetAssets

YearEndedJune30, 2002
(in thousands)

(with comparative totals for 200t)

DEDUCTIONS:
Administration
Benefits
Reimbursementsto othersystems
Managementandrelatedfees
Refundsof conthbutions
Borrowerrebates

Totaldeductions

Changes in net assets

Net assets, beginning of year
Netassets,endof year

State-Boston
Retirement

System

Boston
Retirement Totals

System 2002 2001

2,130 5 2,135 1,863
240,589 87 240.676 228,960

7,299 - 7,299 -

8,120 - 8,120 -

12,936 - 12,936 20,552
8,445 - 8445 -

279,519 — 92 279,611 251,375

(197,645) (71) (197,716) (56,153)

3,178,527 136 3,178,663 3,234.816
$2,980,882 $ 65 $ 2,980,947$— 3,178,663

ADDiTiONS:
Contributions:

Employer $ 150,042 $ 19 S 150,061 S 84,776
Employee 89,844 - 89,844 144,971

Interest 70,850 2 70,852 70,972
tntergovemmental 24,127 - 24,127 25,643
Realizedandunrealized losseson investments (252,989) . (252,989) (131,140)

Total additions 81,874 21 8t,895 195,222
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City of Boston, Massachusetts

Exhibit F-I

PRIVATE PURPOSETRUST FUNDS
CombiningStatementof Revenues,Expenditures, and Changesin Net Assets

YearEndedJune30,2002

(in thousands)
(with comparativetotals for 2001)

Pool 1 Pool2 Pool5
REVENUES:
Investmentincome $ 1,604 S 29 $ 1,956
Realized artcl unrealizedlosseson investments (1,278) 1 (577)
Departmentalandother revenue 269 49 . 12_9

Total operating revenues 595 79 1,508

EXPENDITURES:
Administrativeandgeneral 2,765 45 2,260

Total operatingexpenses 2,765 45 2,260

OTHERFINANCING (USES)SOURCES:
Operatingtransfersin - - -

Operatingtransfersout - - -

Total otherfinancing(uses)sources -

Changein netassets (2,170) 34 (752)

Net assets,beginningof year 21,089 407 25,104

Net assets, end of year $ 18,919 $ 441 5 24,352
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— City of Boston,Massachusetts

Total

Private Purpose
Pool 7 TrustFunds

$ 650 $ 4,239
(10) (1,864)

13,278 13,725
13,918 16,100

10,171 15,241

10,171 15,241

3,747 859

25,496 72,096

29,243 $ 72,955
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